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FOREWORD 


The  "Evaluation  of  Medicaid  Spend-Down'*  Report  represents  the  find- 
ings of  a  research  project  (Contract  number  SRS-74-58)  conducted  for  the 
Social  and  Rehabilitation  Service    of  the  Department  of  Health,  Educa- 
tion and  Welfare,     The  study  was  conducted,  and  the  report  written,  by 
members  of  Urban  Systems  Research  and  Engineering,  Inc.,  Cambridge, 
Massachusetts  „ 

The  Spend-Down  project  was  directed  to  three  major  study  objectives: 

•  To  analyze  the  implementation  and  administration 
of  the  spend-down  program  among  several  States; 

•  To  determine  various  characteristics  (socio*- 
demographic,  economic,  behavioral  and  health 
care  utilization)  of  successful  and  unsuccess- 
ful  spend-down  applicants  compared  to  other 
Medicaid  populations;  and 

•  To  estimate  the  spend-down  participation  rate, 
i.e„ ,  the  extent  to  which  the  potentially  eligible 
spend-down  population  is  actually  enrolled  in 
Medicaid. 

To  meet  these  objectives  the  implementation  of  spend-down  was  analyzed 
in  five  State  Medicaid  programs  —  Massachusetts,  North  Carolina,  Mary- 
land, Michigan  and  Utah.     Furthermore,  a  case  record  review,  personal 
survey,  and  compilation  of  Medicaid  claims  data  were  conducted  for  suc- 
cessful and  unsuccessful  spend-down  applicants,  as  well  as  control 
groups  of  medically  needy  and  categorically  needy  Medicaid  recipients 
in  the  first  three  of  the  study  States.    It  should  be  noted  that  the  re- 
cipient group  analyzed  did  not  include  long-term  care  recipients.  Fi- 
nally, a  computer  simulation  of  the  eligibility  process  was  developed 
for  one  State  (Massachusetts)  in  order  to  determine  the  spend-down  par- 
ticipation rate. 

Nine  report  volumes  have  been  developed  to  present  the  study  find- 
ings.    These  in  total  constitute  the  Final  Report  for  the  "Evaluation 
of  Medicaid  Spend- Down . "    The  general  organization  of  the  Final  Report 
is: 

•  Volume  I  -  Executive  Summary  and  Overall  Evaluation  of 

Medicaid  Spend-Down 
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•  Volume  II 

•  Volume  III 

•  Volume  IV 

•  Volume  V 

•  Volume  VI 

•  Volume  VII 

»  Volume  VIII 

•  Volume  IX 


*  Study  Analysis  for  Massachusetts 

Study  Analysis  for  North.  Carolina 
^  study  Analysis  for  Maryland 
<-  Study  Analysis  for  Michigan 

-  Study  Analysis  for  Utah 

~  Survey  Data  Tabulations  Massachusetts, 
North  Carolina,  and  Maryland 

~  Medicaid  Eligibility  and  Claims  Data  ■> — 
Massachusetts  and  North  Carolina 

-  Spend-Down  Participation  Rate 


Volume  I  summarizes  the  overall  study  findings.    Volumes  II  through 
VI  consist  primarily  of  case  studies,  while  VII  and  VIII  are  data  com- 
pilations.   Volume  IX  is  a  separate  report  describing  the  development 
and  results  of  the  simulation  model  for  determining  the  spend-down 
participation  rate. 
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EXECUTIVE  SUMMARY 
EVALUATION  OF  MEDICAID  SPEND -DOWN 


"Spend-down"  is  a  part  of  the  medically  needy  program  directed  at 
extending  medical  assistance  coverage  beyond  those  who  are  normally  in- 
cluded.    It  is  based  on  the  provision  of  the  Medicaid  law  which  stipulates 
that  "in  computing  a  family's  income  there  shall  be  excluded  any  cost 
(whether  in  the  form  of  insurance  premiums  or  otherwise)  incurred  by  such 
family  for  medical  care  or  for  any  other  type  of  remedial  care  recognized 
under  State  law."*      Thus,  if  a  family  meets  the  categorical  requirements 
for  public  assistance,  but  has  income  in  excess  of  the  medically  needy 
eligibility  level,  it  can  still  qualify  for  medical  assistance  by  "spending 
down"  the  income  in  excess  of  that  eligibility  level. 

DHEW  sponsored  the  present  study  under  Contract  #SRS-74-58  to 
analyze  in  depth  the  problems  and  issues  surrounding  spend-down.  The 
specific  objectives  of  the  study  have  been: 

•  To  analyze  the  implementation  and  administration 
of  the  spend-down  program  among  several  States; 

•  To  determine  various  characteristics  (socio- 
demographic,  economic,  behavioral  and  health 
care  utilization)  of  successful  and  unsuccessful 
spend-down  applicants  compared  to  other  Medicaid 
populations;  and 

•  To  estimate  the  spend-down  participation  rate, 
i.e.,  the  extent  to  which  the  potentially  eligible 
spend-down  population  is  actually  enrolled  in 
Medicaid. 

In  meeting  the  first  study  objective,  administrative  structures 
for  the  implementation  of  spend-down  in  five  States  were  assessed  and 
compared.     Spend-down  policy  and  procedures  at  both  the  State  and  local 
levels  in  Maryland,  Massachusetts,  Michigan,  North  Carolina,  and  Utah 
were  reviewed  to  determine  the  clarity,  consistency,  efficiency  and  gen- 
eral regulatory  compliance  of  States  in  running  the  spend-down  program. 


*  42  U.S.  Code  1396   b(f )  (2)  . 
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To  meet  the  second  study  objective,  which  involved  a  description 
and  comparison  of  the  spend-down  population,  USR&E  sampled  1,277  Medicaid 
case  records  in  Massachusetts,  North  Carolina,  and  Maryland,  and  then  con- 
ducted a  personal  survey  with  953  Medicaid  applicants  and  recipients  in 
these  three  States.     The  sites  selected  were: 

•  Lynn,  Massachusetts 

•  Boston,  Massachusetts 

•  Springfield,  Massachusetts 

•  Forsyth    County,  North  Carolina  (Winston-Salem) 
«    Guilford  County,  North  Carolina (Greensboro) 

•  Baltimore  City,  Maryland 

•  Montgomery  County,  Maryland 

Extracting  information  from  agency  records  and  administering  a  struc- 
tured questionnaire  to  survey  respondents  at  the  seven  sites,  USR&E  studied 
successful  and  unsuccessful  spend-down  applicants,  as  well  as  a  control 
group  of  medically  needy  recipients   (who  did  not  spend-down)  in  order  to 
establish  socio-demographic  profiles,  health  care  utilization  patterns  (and 
changes  in  these  patterns  as  a  result  of  medical  assistance) ,  the  economic 
impact  of  spend-down,  and  the  behavioral  aspects  of  spend-down.  It  should  be 
noted  that  the  survey  group  did  not  include  long-term  care  recipients. 

Also  related  to  the  second  study  objective,  USR&E  obtained  Medicaid 
claims  payment  data  during  1974  for  the  survey  population  from  two  of  the 
States  —  Massachusetts  and  North  Carolina.     Eligibility  and  claims  data 
from  the  State  ADP  files  were  also  obtained  for  a  sample  of  categorically 
needy  recipients  from  these  two  States  to  provide  for  further  comparison 
with  the  spend-down  population. 

Finally,  the  third  study  objective,  which  involved  the  estimation 
of  the  spend-down  participation  rate  for  one  State,  was  accomplished  by 
the  development  of  a  computer-based  model  which  simulated  the  Medicaid 
eligibility  process.     Using  information  from  the  National  Health  Use  and 
Expenditure  Survey  of  1970  and  specified  Medicaid  eligibility  procedures, 
USR&E  approximated  for  Massachusetts  the  Medicaid  eligibility  process  and 
attempted  to  calculate  the  potentially  eligible  spend-down  population  as 
compared  to  those  actually    enrolled.     Estimates  were  also  calculated  for 
other  eligible  population  groups  for  Medicaid  in  the  State. 
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The  study  findings  can  be  best  stated  by  answering  the  following 
three  questions: 

•  Whom  is  spend-down  helping? 

•  How  efficiently  is  spend-down  being  implemented? 

•  What  objectives  does  spend-down  fulfill? 

WHOM  DOES  SPEND-DOWN  HELP? 

Although  there  is  some  variation  between  States,  a  profile  of 
the  successful  spend-downer  can  be  developed.    The  exhibit  on  the  fol- 
lowing page  presents  the  major  conclusions  regarding  characteristics 
of  the  spend-down  population. 

Before  further  describing  the  spend-down  population,  it  seems 
prudent  to  place  them  in  some  perspective  with  regard  to  the  overall 
Medicaid  program.    Across  the  survey  sites,  spend-downers  were  not  found 
to  be  a  significant  part  of  the  non-institutionalized  Medicaid  popula-^> 
tion.     In  Massachusetts  they  constituted  less  than  2%,  as  an  average, 
of  those  eligible  for  medical  assistance,  and  in  North  Carolina  they 
were  approximately  6%  of  the  Medicaid  population  not  living  in  long-^> 
term  care.    The  categorically  needy  by  far  (63%  to  87%)  make  up  the 
majority  of  those  eligible  in  both  of  the  States,  with  the  balance  be- 
ing medically  needy  recipients. 

Looking  only  at  the  medically  needy  populations,  spend-downers  are 
also  relatively  insignificant  in  two  of  the  study  States.    By  site,  they 
represent  0.6%  and  4%  of  the  medically  needy  caseload  in  Maryland,  and 
4%,  6%,  and  12%  in  Massachusetts.     These  figures  contrast  sharply  with 
each  of  the  two  North  Carolina  sites  in  which  spend-downers  represent  close 
to  one-quarter  of  the  medically  needy  caseload. 

However,  it  would  be  a  mistake  to  write  the  spend-down  program  off  as 
being  insignificant.     The  computer  simulation  of  Medicaid  eligibility  for 
Massachusetts  indicated  that  during  1974  the  State's  Medicaid  program  was 
only  enrolling  about  5%  of  the  potentially  eligible  spend-down  population. 
If  this  estimate  is  at  all  accurate,  then  spend-downers  should  be  consid- 
ered to  be  a  vastly  under-represented  group  in  State  Medicaid  programs. 
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PROFILE  OF  MEDICAID  SPEND-DOWNER 


(Excluding  those  in  long-term  care) 


•  Poor,  income  slightly  above  protected  income  level 

•  Main  income  source  OASDI 

•  May  be  related  to  any  category  of  assistance 

•  May  or  may  not  be  likely  to  be  previously  eligible 
for  Medicaid,  or  first-time  spend-downer ,  depending 
upon  State 

®    Had  recent  change  in  health  status;  had  higher 

ambulatory  care  utilization  in  past  year  than  general 
population;  previous  year's  annual  health  expenses 
were  over  $1,000. 

•  Has  had  health  insurance  coverage  of  some  type 

•  Found  out  about  spend-down  itself  through  the  welfare 
office 


•  Has  already  incurred  expenses  needed  to  meet  the 
spend-down  liability  at  point  of  application 

•  Spend-down  liability  is  less  than  $275  and  from  7% 
to  15%  of  annual  income 


•  Most  of  spend-down  liability  is  assigned  to  hospital 

•  Understands  the  spend-down  procedures 

•  Shows  higher  health  care  utilization  patterns  on 
Medicaid  than  national  average  in  ambulatory  and 
hospital  care 

•  May  or  may  not  show  greater  Medicaid  benefit  util- 
ization than  other  recipients,  depending  upon  State 
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Spend-downers  at  the  Point  of  Application 


Initially  potential  spend-downers  do  not  look  that  different  from 
other  non-welfare  Medicaid  applicants,     Most  spend-downers  learn  about 
spend-down  per  se  through  the  welfare  office  itself  or  family  and  friends, 
not  providers.     Most  do  not  know  about  the  program  before  application. 
The  major  reason  all  spend-down  applicants,  successful  or  not,  are  likely 
to  give  for  applying  for  Medicaid  is  that  they  have  recently  experienced 
a  change  in  health  status,}  as  opposed  to  change  in  income,  transfer  from 
other  Medicaid  eligibility  groups,  or  other  causes. 

The  medically  needy  also  report  a  change  in  health  status  as  the 
major  reason  for  their  application  to  Medicaid.     Family  and  friends  are 
the  most  important  referral  source  to  Medicaid  for  them. 

The  lack  of  previous  Medicaid  experience  somewhat  distinguishes 
the  spend-down  applicant,  but  this  varies  by  State.     The  majority  of 
all  spend-down  applicants  (successful  or  not)  in  Massachusetts  and 
Maryland  have  never  been  previously  eligible  for  Medicaid,  while  in  North 
Carolina  the  majority  of  applicants  in  both  groups  have  been  previously 
eligible. 

The  medically  needy  at  every  survey  site  were  more  likely  than 
spend-downers  to  have  been  previously  eligible  for  Medicaid.    When  com- 
pared to  the  other  two  States,  the  North  Carolina  program  by  far  has 
the  highest  proportion  of  Medicaid  repeaters  for  spend-downers ,  the 
medically  needy  and  the  categorically  needy. 

State  patterns  also  emerge  with  regard  to  the  previous  spend-down 
experience  of  the  spend-down  population.     In  Massachusetts  and  Maryland 
most  spend-downers  are  first-time  spend-downers,  while  in  North  Carolina 
44%  to  67%  of  the  spend-down  group  had  been  previous  spend-downers . 

In  summary,  the  Maryland  and  Massachusetts  spend-down  programs  seem 
to  be  working  more  as  emergency  or  one-time-only  health  care  programs , 
whereas  North  Carolina  treats  spend-down  as  an  ongoing  method  of  Medic\r 
aid  eligibility,  more  similar  to  an  insurance  program  with  an  income-  ;S 
related  deductible.     Additionally,  the  overall  Medicaid  population  in 
North  Carolina  seems  much  more  stable  than  in  the  other  two  study  States. 
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Factors  Predictive  of  Spend-down  Success 

Although  the  success  "rate"  for  spend-down  applicants  at  each  of 
the  survey  sites  was  calculated,  it  is  not  felt  to  be  a  reliable  esti- 
mate,    Pre -appl i c at i on  screening  procedures  used  in.  local  offices,  vari- 
able approaches  to  denied  application  statistics,  and  the  difficulties 
involved  in  sampling  case  records  for  denied  application  statistics  are 
such  that  it  is  almost  impossible  to  calculate  a  true  rate  without  a 
methodical  on-site  observation  of  intake  procedures. 

Nevertheless ,  from  the  recipient  survey  major  factors  which  appear 
to  be  predictive  of  spend-down  success  were  isolated.     The  aged  are  the 
most  likely  spend-down  applicants  to  be  successful  in  comparison  to  the 
other  categories.     The  wealthier  an  applicant  is,  the  less  likely  it 
becomes  that  he  will  be  successful  at  spend-down.     Furthermore,  unsuc- 
cessful spend-downers  are  more  likely  to  have  earned  income,  whereas 
.the  most  frequent  income  source  for  successful  spend-downers  is  OASDI. 
^ —  As  might  be  expected,  unsuccessful  applicants  have  larger  average 
spend-down  liabilities.     Applicants  most  likely  to  be  unsuccessful  are 
those  with  spend-down  amounts  in  excess  of  $500.     Significantly,  the 
/ average  spend-down  liability  for  an  unsuccessful  applicant  is  likely  to 
Mat  20%  to  25%  of  his  annual  income.     Given  the  proportion  of  available 
income  which  this  represents,  it  is  not  surprising  that  it  is  so  related 
to  non-success  in  spending  down.     However,  given  the  relationship  of  pro- 
tected income  levels  to  cash  assistance  levels  and  the  way  spend-down 
is  structured,  it  is  logical  that  as  people  have  higher  incomes,  the 
spend-down  liability  will  be  greater  and  thus  is  a  more  sizeable  per- 
centage of  available  income. 

As  another  factor  directly  related  to  the  spend-down  liability, 
/most  successful  spend-downers  will  already  have  the  health  expenses  which 

they  need  to  spend-down  at  the  point  of  Medicaid  application,  whereas  unsuc- 
(  cessful  spend-downers  frequently  have  not  incurred  any  health  expenses  at 
\^hat  time.     This  implies  that  successful  spend-downers  have  immediate  health 
needs  and  are  already  obtaining  health  care  services,  even  without  Medicaid 
eligibility. 
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Finally,  unsuccessful  spend-downers  are  more  likely  to  have  health 
insurance  coverage  prior  to  their  Medicaid  application  than  the  success- 
ful applicants.     There  was  not  always  a  large  difference  across  sites,  but 
in  some  the  rate  of  insurance  coverage  was  two  or  three  times  more  likely 
for  unsuccessful  spend-downers. 

When  asked  why  they  did  not  spend-down,  most  unsuccessful  applicants 
indicated  that  either  their  medical  bills  were  not  large  enough  or  they 
did  not  attempt  to  spend-down  because  they  did  not  understand  the  spend- 
down  procedures.     This  would  imply  that  another  factor  obviously  predic- 
tive of  spend-down  success  is  whether  or  not  an  applicant  understands 
the  spend-down  procedures. 

The  race ^of  the  spend-down  applicant  appears  related  to  spend-down 
success  in  North  Carolina,  but  did  not  hold  for  the  other  two  States. 
Successful  spend-downers  there  are  more  likely  to  be  white  than  the  un-^ 
successful  applicants. 

For  all  other  characteristics  analyzed  from  the  survey  findings, 
no  relationship  could  be  discerned  which  would  seem  to  be  predictive  of 
spend-down  success. 

The  Spend-down  Experience 

The  majority  of  successful  spend-down  cases  already  have  incurred,  at 
the  point  of  application,  all,,  the  health  expenses  which  they  need  to  fulfill  , 
the ir_spend-down  liability.     Also,  most  cases  are  able  to  use  all  the  health 
expenses  which  they  have  toward  meeting  their  spend-down  (i.e.,  there  is  not 
a  problem  with  non-allowable  expenses) . 

It  is  impossible  to  predict  the  likely  size  of  a  spend-down  liability. 
However,  it  can  be  expected  that  most  successful  spend-down  cases  will  not 
have  spend-downs  over  $275.     Furthermore,  many  spend-downs  are  less  than  $100. 
Generally,  aged  cases  have  the  smallest  spend-down  liabilities.     The  spend- 


*These  included  source  of  information  about  Medicaid,  age  and  sex  of 
applicants,  home  ownership,  liquid  assets,  previous  spend-down  experience, 
and  past  health  care  utilization  patterns. 
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down  liability  represents  for  most  spend-downers  a  major  portion  of 
their  annual  income,  usually  from  7%  to  15%. 

According  to  spend-downers  themselves,  the  majority  of  spend-down 
liabilities  are  eventually  fully  paid.     There  is  no  definite  pattern  as 
to  how  the  spend-down  is  paid  off  —  some  cases  indicate  they  pay  all 
at  once  while  others  report  they  work  out  a  payment  schedule  with  pro- 
viders.    However,  the  extended  payment  approach  is  the  method  most  fre- 
quently used.     It  should  be  noted  that  all  the  providers  interviewed 
\/  ( for  the  Administrative  Analysis  phase  of  the  study  reported  that  most 

^6j>end-downers  do  not  pay  off  their  liabilities.     Unfortunately,  no  con- 
clusive data  could  be  obtained  in  this  regard. 

As  had  been  anticipated,  case  records  indicate  that  hospitals  are 
assigned  the  major  dollar  proportion  of  spend-down  liabilities.     As  a 

\ matter  of  fact,  it  can  usually  be  expected  that  well  over  half  of  any 

jcase's  spend-down  liability  will  go  to  a  hospital. 

Socio-economic  Characteristics  of  the  Spend-down  Population 

Few  generalizations  can  be  made  about  the  socio-economic  charac- 
teristics of  the  spend-down  population  that  would  distinguish  them  from 
other  Medicaid  groups  except  the  obvious  one  —  they  have  greater  in- 
comes . 

-Spend-downers  are  found  among  all  the  categories  of  Medicaid,  with 
no  particular  category  of  recipients  consistently  dominating  the  spend- 
.down  group  across  States.     Furthermore,  only  one  State  showed  internal 
consistency  as  to  the  categorical  distribution  of  its  spend-down  popu- 
lation.    Only  in  North  Carolina  was  there  uniformity  among  the  categor- 
ies of  spend-downers  between  sites,  with  aged  and  disabled  cases  dominating 
the  spend-down  group. 

AFDC  cases  consistently  dominate  the  categorically  needy  population, 
while  no  pattern  is  obvious  for  the  medically  needy.     Not  surprisingly 
then,  no  relationship  could  be  discerned  across  sites  in  comparing  the 
three  eligibility  groups  according  to  their  categorical  composition. 

Most  spend-downers  are  poor  —  none  among  the  study  States  had  in- 
comes over  $10,000  a  year  and^the  majority  of  spend-down  cases  in  two 

V 

of  the  States   (North  Carolina  and  Massachusetts)  were  just  over  the  State's 
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protected  income  level. /For  example,  84-93%  of  the  spend-down  cases  in 
North  Carolina  had  annual  incomes  of  less  than  $3,000,  while  70-85%  of 
the  cases  in  Massachusetts  had  less  than  $6,000  a  year.     In  the.  adult 
categories,  particularly,  spend-down  annual  incomes  are  almost  always  . 
low;  AFDC  and  MA -21*  cases  can  be  expected  to  show  greater  variation  in~^ 
annual  income.     The  most  frequent  income  source  for  spend-downers  appears 
to  be  OASDI   (Social  Security) . 

As  expected,  spend-downers  have  higher  incomes  than  the  medically 
needy.     Presumably  their  income  is  also  higher  than  that  of  the  cate- 
gorically needy  although  income  data  could  not  be  obtained  for  this 
group.     There  were  no  systematic  differences  between  the  two  groups 
with  regard  to  income  source  except  that  spend-downers  tend  to  have  in- 
come from  pensions  more  often  than  the  medically  needy.     The  most  fre- 
quent income  source  cited  by  both  spend-downers  and  the  medically  needy 
was  OASDI.     It  is  of  note  that  there  is  no  consistent  difference  between 
the  two  groups  with  regard  to  the  receipt  of  earned  income. 

Beyond  these,  few  generalizations  can  be  made  regarding  caseload 
and  socio-economic  characteristics  when  comparing  spend-downers,  the  med- 
ically needy  and  the  categorically  needy.    The  populations  vary  consid- 
erably even  within  States;  in  this  study  only  North  Carolina  appears  to 
have  a  Medicaid  population  of  relative  consistency  in  reference  to  socio- 
economic variables. 

Health  Care  Patterns  Before  Medicaid 

It  is  difficult  to  generalize  about  the  past  health  care  utilization 
patterns  of  spend-downers  across  sites,  except  to  say  that  there  is  ex- 
treme variation.     However,  spend-downers  do  report  a  greater  utilization 
of  health  care  services  in  the  year  before  Medicaid  application  than  the 
medically  needy. 

Most  spend-downers  see  a  doctor  at  least  once  during  the  year  prior 
to  Medicaid  eligibility.    Their  utilization  of  physicians'  services 
during  this  time  appears  to  be  higher  than  the  national  average. 


•Medical  Assistance  to  persons  under  21  years  of  age,  an  optional 
eligibility  group  for  State  Medicaid  programs. 
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Spend-downers  are  more  likely  than  the  medically  needy  to  have  at  least 
some  contact  with  physicians  during  the  previous  year.    They  are  also 
more  likely  to  show  heavy  utilization  rates,  i.e.,  more  than  one  visit 
per  month. 

Spend-downers  are  considerably  more  likely  than  the  medically  needy 
to  report  a  hospitalization  in  the  year  before  applying  for  Medicaid. 
Moreover,  spend-downers  more  frequently  report  lengthy  stays /) 

Spend-down  cases  report  very  large  expenditures  for  health  care  in 
the  year  prior  to  their  Medicaid  application.     This  seems  especially 
true  for  drugs.     Since  self-reported  retrospective  health  care  informa- 
tion is  often  unreliable ,  the  past  health  expenditure  information  for 
spend-downers  is  open  to  question.     However,  survey  results  indicate 
that  as  an  average,  spend-down  cases  are  likely  to  have  incurred  over 
$1,000  in  health  expenses  in  the  year  prior  to  their  Medicaid  application. 

Most  spend-downers  have  some  sort  of  health  insurance  coverage  in 
the  year  prior  to  their  Medicaid  application;  however,  there  is  not  a 
consistent  pattern  as  to  what  type  of  coverage  is  likely.    No  significant 
differences  could  be  found  with  respect  to  health  insurance  coverage  be- 
tween the  medically  needy  and  spend-downers. 

Medicaid  Utilization  Patterns 

Once  on  Medicaid,  spend-downers  have  a  slightly  higher  encounter 
rate  with  ambulatory  care  than  the  general  population.     Disabled  spend- 
down  cases  show  higher  encounter  rates  and  costs  per  visit  than  AFDC 
cases.     There  is  no  distinct  pattern  to  the  encounter  rate  for  ambula- 
tory care  for  aged  cases.    Also,  the  impact  of  Medicare  makes  it  impos- 
sible to  draw  conclusions  about  the  average  cost  for  this  category. 

Conclusions  cannot  be  reached  about  the  differences  in  Medic- 
aid ambulatory  care  utilization  among  spend-downers,  the  medically 
needv  and  the  cateqorically  needy  except  by  State.     In  Massa- 
chusetts no  consistent  pattern  emerged  across  sites  with  regard  to  the 
encounter  rates  for  each  group.     At  two  sites,  the  medically  needy  showed 
the  higher  rates,  while  at  the  third  site  spend-downers  did.     All  three 
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groups  are  slightly  above  the  national  average,  but  not  that  different 
from  each  other. 

On  the  other  hand,  in  North  Carolina  spend-down  cases  show  consid- 
erably higher  ambulatory  care  encounter  rates  than  the  medically  needy 
or  categorically  needy.     They  are  only  slightly  above  the  national  aver- 
age, while  the  medically  needy  and  categorically  needy  are  below  it. 

Spend-downers ,  once  they  are  eligible  for  Medicaid,  show  a  higher 
hospital  utilization^  rate  than  ths  national  average.     The  disabled  spend- 
downers  spend  many  more  days  in  the  hospital  per  month  eligible  than  any 
other  category.     Aged  figures  are  lower,  but  are  no  doubt  affected  by 
Medicaid  coverage. 

Medicaid  cash  recipients  make  less  use  of  hospital  care  than  the 
medically  needy  and  spend-downers.     However,  the  effect  is  more  pro- 
nounced in  North  Carolina  than  Massachusetts . 

The  same  categorical  patterns  for  hospital  usage  are  seen  for  the 
medically  needy  and  categorically  needy  as  shown  for  spend-dcwners ,  i.e., 
blind,  disabled  and  aged  cases  far  surpass  AFDC  cases  in  hospital  usage. 
Not  only  are  they  more  likely  to  be  hospitalized,  but  they  tend  to  stay 
longer  for  each  visit. 

Medicaid  drug  utilization  data  was  only  available  for  Massachusetts, 
but  it  would  indicate  than  only  between  30%  to  50%  of  spend-downers  are 
likely  to  have  drug  bills  while  on  Medicaid.     As  an  average  Medicaid  drug 
expenditures  for  spend-downers  ran  $2  to  $6  a  month.     The  aged  and  dis-. 
abled  spend-downers  have  the  highest  average  drug  expenditures  among  the 
categories.    The  categorically  needy  in  Massachusetts  are  more  likely 
to  have  drug  expenditures  than  are  the  medically  needy  or  spend-downers. 

The  average  annual  health  care  cost  to  Medicaid  for  a  spend-down 
case  varies  considerably.     By  site,  it  is  $261,  $834,  and  $4324  in  Massa- 
chusetts, [and  $809  and  $2356  in  North  Carolinjil 

Spend-downers  do  not  necessarily  incur  greater  expenses  in  Massa- 
chusetts than  the  medically  needy  or  the  categorically  needy.  However, 
a  pronounced  pattern  is  seen  in  North  Carolina,  primarily  due  to  the 
unusually  low  expenditure  there  on  health  care  for  the  categorically 
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needy.    Although  spend-downers  in  North  Carolina  are  only  6%  of  the  Med- 
icaid caseload  at  each  site,  they  account  for  11%  to  21%  of  the  annual 
Medicaid  expenditures. 

The  most  striking  result  of  the  Medicaid  utilization  findings  is 
the  contrasting  patterns  seen  between  Massachusetts  and  North  Carolina. 
In  North  Carolina,  Medicaid  is  serving  a  fairly  stable  and  consistent 
recipient  population.     Spend-downers  there  show  a  markedly  greater 
utilization  of  Medicaid  health  care  benefits  than  the  other  eligibility 
groups.    Massachusetts,  on  the  other  hand,  shows  considerable  variation 
among  sites  in  its  Medicaid  caseload  composition;  furthermore,  the  utili- 
zation patterns  do  not  show  spend-downers  to  necessarily  require  any 
greater  health  care  services  than  other  Medicaid  recipients.    These  dif- 
ferences between  the  States  make  it  impossible  to  generalize  much  about 
spend-downer  benefit  utilization  within  the  Medicaid  system,  except  by 
State. 

HOW  EFFICIENTLY  IS  SPEND-DOWN  ADMINISTERED? 

The  common  refrain  of  the  spend-down  Administrative  Analysis  is  that 
there  is  a  wide  variability  in  the  implementation  of  spend-down  not  only 
among  but  within  States.    The  variations  observed  among  the  States  can 
be  attributed  to  some  extent  to  the  latitude  deliberately  allowed  within 
the  regulations.    However,  in  other  instances,  the  variation  represents 
either  a  misunderstanding  or  ignorance  of  Federal  intent,  or  a  decision 
that  the  Federal  regulations  are  unworkable.    Variations  observed  within 
the  study  States  can  be  explained  in  turn  by  the  vagueness  of  the  poli- 
cies and  regulations  States  themselves  have  developed  for  administering 
spend-down.     Due  to  the  lack  of  superimposed  structure  and  precise  def- 
initions, decisions  about  how  to  implement  spend-down  are  often  made  at 
the  local  level.     How  spend-down  is  administered  in  each  State,  then,  is 
largely  the  result  of  a  piecemeal  accretion  of  rules  and  procedures  — 
significantly  lacking  in  a  broader  framework  which  unifies  them  to  a 
common  objective. 
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As  a  result,  spend-down  applicants  are  differentially  treated  among 
and  at  times  within  States.    Additionally,  spend-down  causes  certain  in- 
efficiencies in  the  overall  administration  of  State  Medicaid  programs. 
The  essence  of  spend -down  administrative  problems  can  be  boiled  down  in- 
to three  points: 

•  Spend-down  is  a  complicated  program  and  would  be 
difficult  to  administer  under  any  circumstances. 

•  The  paucity  and  vagueness  of  Federal  and  State 
guidelines  and  regulations  substantially  exacerbate 
the  inherent  administrative  problems. 

•  Although  spend-down  is  legislatively  part  of  the 
Medicaid  program,  administratively  it  does  not 
integrate  easily  into  that  program. 

Clearly,  some  States  have  implemented  spend-down  better  than  others,  but 

generally  spend-down  is  not  administered  as  efficiently  or  effectively  as  it 

could  be. 

Administrative  Difficulties  with  Spend-Down 

At  the  most  rudimentary  level,  there  are  two  basic  administrative 
functions  that  must  be  performed  to  implement  the  Medicaid  program.     The  first 
is  eligibility  determination  which  identifies  the  beneficiaries  of  the  pro- 
gram.    The  second  is  invoice  payment:    paying  for  the  health  bills  of  the 
beneficiaries.     All  other  administrative  functions  are  essentially  controls 
on  the  accurate  implementation  of  these  two. 

Spend-down  complicates  both  procedures.     It  presents  problems  for  invoice 
payment  because  controls  must  be  built  in  to  assure  that  bills  paid  are  not 
part  of  the  spend-down  liability,  or  for  services  received  before  spend- 
down  eligibility  commenced.     Spend-down  complicates  eligibility  determination 
because  the  spend-down  case  is  generally  more  time  consuming  and  more  dif- 
ficult to  process  than  other  Medicaid  applications. 

Spend-down  and  Invoice  Payment 

The  major  function  of  the  Medicaid  process  which  spend-down  signi- 
ficantly impacts  is  invoice  payment.     Spend-down  introduces  new  reguire- 
ments  into  a  system  designed  to  handle  the  relatively  simple  procedures 
involved  with  paying  bills  for  the  categorically  and  medically  needy. 
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Spend-down  causes  problems  in  claims  processing  because  by  the  very  1 
structure  of  the  program,  spend-down  recipients  are  involved  along  with  1 
Medicaid  in  paying  for  their  health  care  expenses.     Consequently,  adminis-  1 
trative  procedures  have  to  be  developed  which  insure  that  proper  billing 
occurs  and  payments  are  not  duplicated.  i 

Claims  processing  for  spend-downers  is  further  complicated  because 
Federal  regulations  stipulate  (i)  a  prioritization  for  spend-down  liabilities; 
(2)  that  spend-down  liabilities  only  have  to  be  incurred;  and  (3)  that  third- 
party  insurance  cannot  be  used  to  mitigate  the  spend-down  liability.  Sig- 
nificantly, each  of  these  Federal  requirements  was  being  violated  by  study 
States  either  by  over sight,  poor  management  or  in  the  interests  of  efficiently 
integrating  spend-down  into  the  Medicaid  program. 

Looking  first  at  the  issue  of  prioritizing  the  expenses  used  for  the 
spend-down  liability,  the  Federal  regulations  seem  reasonable  and  straight- 
forward in  principle:     apply  health  insurance  premiums  first,  non-Medicaid 
covered  medical  expenses  next,  and  Medicaid-covered  expenses  last.  However, 
in  actuality,  this  issue  of  assignment  constitutes  a  major  problem  in  imple- 
menting spend-down.     Prioritizing  such  as  that  specified  in  the  regulations 
falls  down  because  spend-down  applicants  of  course  want  to  become  eligible 
for  Medicaid  as  soon  as  possible,  and  States  cannot  determine  eligibility 
until  the  spend-down  liability  has  been  satisfied.     Furthermore,  States  are 
more  interested  in  efficient  claims  processing  than  in  the  effort  which  would 
be  required  to  prioritize  the  spend-down  liability. 

A  strict  implementation  of  prioritization  would  require  for  many  cases 
waiting  until  after  the  six-month  accounting  period  was  over  to  fully  insure 
that,  for  example,  non-Medicaid  covered  items  were  used  first  as  part  of  the 
spend-down  liability. 

In  any  event,  all  study  States  have  largely  disregarded  the  Federal 
regulations  regarding  prioritization  in  lieu  of  more  pragmatic  assignment 
policies.     Three  methods  of  assignment  have  been  devised  which  deal  with 
this  problem  with  variable  success  —  chronological  assignment  of  the 
liability,  assignment  of  the  liability  to  specific  providers,  and  requiring 
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that  the  spend-down  liability  be  paid  instead  of  incurred.     Each  of 
these  alternatives  appears  to  have  been  developed  primarily  in  the  inter- 
ests of  efficient  management  and  the  need  to  control  against  erroneous 
expenditures, not  in  any  effort  to  sabotage  the  spend-down  program. 

However,  the  chronological  approach  to  spend-down  liability  assign- 
ment breaks  down  when  bills  are  submitted  late  by  practitioners.  Then, 
the  spend-down  date  has  to  be  redetermined,  and  the  liability  reassigned. 
Another  problem  with  using  the  chronological  accumulation  of  spend-down 
expenses  and  the  assignment  of  an  exact  date  of  eligibility  occurs  when 
multiple  charges  in  excess  of  the  spend-down  liability  occur  on  a  given 
day  (such  as  in  a  hospital) .     If  a  claim  were  submitted  to  Medicaid  for 
the  entire  day's  charges,  it  would  probably  be  honored  since  States  us- 
ing the  exact  date  approach  would  have  no  way  of  knowing  that  a  spend- 
down  liability  was  involved. 

A  second  method  for  controlling  against  erroneous  expenditures  is 
assigning  the  spend-down  to  a  specific  provider  and  noting  it  on  the 
Medicaid  eligibility  file  so  that  the  charges  are  not  later  paid  by 
Medicaid.     This  approach  most  often  occurs  with  hospitals.  However, 
this  method  has  problems  because  it  seems  unfairly  discriminatory  against 
larger  providers.     Also,  providers  report  that  spend-down  liabilities 
are  rarely  collected    and  thus  result  in  bad  debts  for  providers  and 
eventual  increased  charges  for  everyone. 

Two  of  the  study  States  have  found  that  neither  of  these  two  methods 
is  efficient  in  controlling  against  Medicaid  overpayments  and,  therefore, 
have  added  a  third  method  —  restrictions  on  whether  the  spend-down  ex- 
penses are  to  be  paid  or  incurred.     Even  though  these  States  in  their 
Medicaid  plans  endorse  the  incurment  principle,  they  require  that  expenses 
used  for  meeting  the  spend-down  that  could  be  covered  by  Medicaid  must  be 
paid,  so  that  the  invoice  will  not  be  sent  in  to  Medicaid  for  reimbursement. 

*In  contradiction  to  this,  a  majority  of  the  spend-downers  interviewed 
in  the  personal  survey  reported  that  they  had  fully  paid  their  spend- 
down  liabilities. 
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Spend-down  causes  problems  in  claims  processing  because  by  the  very 
structure  of  the  program,  spend-down  recipients  are  involved  along  with 
Medicaid  in  paying  for  their  health  care  expenses.    Consequently,  adminis- 
trative procedures  have  to  be  developed  which  insure  that  proper  billing 
occurs  and  payments  are  not  duplicated. 

Claims  processing  for  spend-downers  is  further  complicated  because 
Federal  regulations  stipulate  (i)  a  prioritization  for  spend-down  liabilities; 
(2)  that  spend-down  liabilities  only  have  to  be  incurred;  and  (3)  that  third- 
party  insurance  cannot  be  used  to  mitigate  the  spend-down  liability.  Sig- 
nificantly, each  of  these  Federal  requirements  was  being  violated  by  study 
States  ei th er  by  over sight,  poor  management  or  in  the  interests  of  efficiently 
integrating  spend-down  into  the  Medicaid  program . 

Looking  first  at  the  issue  of  prioritizing  the  expenses  used  for  the 
spend-down  liability,  the  Federal  regulations  seem  reasonable  and  straight- 
forward in  principle:     apply  health  insurance  premiums  first,  non-Medicaid 
covered  medical  expenses  next,  and  Medicaid-covered  expenses  last.  However, 
in  actuality,  this  issue  of  assignment  constitutes  a  major  problem  in  imple- 
menting spend-down.     Prioritizing  such  as  that  specified  in  the  regulations 
falls  down  because  spend-down  applicants  of  course  want  to  become  eligible 
for  Medicaid  as  soon  as  possible,  and  States  cannot  determine  eligibility 
until  the  spend-down  liability  has  been  satisfied.     Furthermore,  States  are 
more  interested  in  efficient  claims  processing  than  in  the  effort  which  would 
be  required  to  prioritize  the  spend-down  liability. 

A  strict  implementation  of  prioritization  would  require  for  many  cases 
waiting  until  after  the  six-month  accounting  period  was  over  to  fully  insure 
that,  for  example,  non-Medicaid  covered  items  were  used  first  as  part  of  the 
spend-down  liability. 

In  any  event,  all  study  States  have  largely  disregarded  the  Federal 
regulations  regarding  prioritization  in  lieu  of  more  pragmatic  assignment 
policies.    Three  methods  of  assignment  have  been  devised  which  deal  with 
this  problem  with  variable  success  —  chronological  assignment  of  the 
liability,  assignment  of  the  liability  to  specific  providers,  and  requiring 
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that  the  spend-down  liability  be  paid  instead  of  incurred.     Each  of 
these  alternatives  appears  to  have  been  developed  primarily  in  the  inter- 
ests of  efficient  management  and  the  need  to  control  against  erroneous 
expenditures, net  in  any  effort  to  sabotage  the  spend-down  program. 

However,  the  chronological  approach  to  spend-down  liability  assign- 
ment breaks  down  when  bills  are  submitted  late  by  practitioners.  Then, 
the  spend-down  date  has  to  be  redetermined,  and  the  liability  reassigned. 
Another  problem  with  using  the  chronological  accumulation  of  spend-down 
expenses  and  the  assignment  of  an  exact  date  of  eligibility  occurs  when 
multiple  charges  in  excess  of  the  spend-down  liability  occur  on  a  given 
day  (such  as  in  a  hospital) .     If  a  claim  were  submitted  to  Medicaid  for 
the  entire  day's  charges,  it  would  probably  be  honored  since  States  us- 
ing the  exact  date  approach  would  have  no  way  of  knowing  that  a  spend- 
down  liability  was  involved. 

A  second  method  for  controlling  against  erroneous  expenditures  is 

assigning  the  spend-down  to  a  specific  provider  and  noting  it  on  the 

Medicaid  eligibility  file  so  that  the  charges  are  not  later  paid  by 

Medicaid.    This  approach  most  often  occurs  with  hospitals.  However, 

this  method  has  problems  because  it  seems  unfairly  discriminatory  against 

larger  providers.     Also,  providers  report  that  spend-down  liabilities 

* 

are  rarely  collected    and  thus  result  in  bad  debts  for  providers  and 
eventual  increased  charges  for  everyone. 

Two  of  the  study  States  have  found  that  neither  of  these  two  methods 
is  efficient  in  controlling  against  Medicaid  overpayments  and,  therefore, 
have  added  a  third  method  —  restrictions  on  whether  the  spend-down  ex- 
penses are  to  be  paid  or  incurred.     Even  though  these  States  in  their 
Medicaid  plans  endorse  the  incurment  principle,  they  require  that  expenses 
used  for  meeting  the  spend-down  that  could  be  covered  by  Medicaid  must  be 
paid,  so  that  the  invoice  will  not  be  sent  in  to  Medicaid  for  reimbursement 


*In  contradiction  to  this,  a  majority  of  the  spend-downers  interviewed 
in  the  personal  survey  reported  that  they  had  fully  paid  their  spend- 
down  liabilities. 
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Perhaps  spend-down 's  major  complication  centers  on  this  issue  of 
incurment.     The  problem  begins  with  the  regulations.     Since  they  are  so 
non-specific,  they  can  be  interpreted  to  contradict  a  major  premise  of 
the  entire  spend-down  principle.     Neither  the  law  nor  the  regulations 
specify  whether  incurred  expenses  must  eventually  be  paid.  •  If  they  do 
not,  then  the  spend-down  amount  technically  does  not  have  to  be  paid. 
This  violates  the  principle  on  which  spend-down  is  founded:     that  in  or- 
der to  become  eligible,  the  recipient  must  share  in  the  cost  of  medical 
expenses . 

States  have  not  found  the  incurment  principle  to  be  administratively 
feasible,  especially  for  applicants  with  chronic  health  care  needs  who 
may  be  utilizing  the  services  of  several  health  care  providers.     As  a 
result,  the  spend-down  liability  is  required  to  be  paid.     Although  effec- 
tive, this  does  not.  represent  an  acceptable  solution  for  controlling  against 
erroneous  expenditures  because  it  is  out  of  compliance  with  Federal  regu- 
lations.    Furthermore,  it  can  prevent  many  applicants  from  successfully 
s pending-down  simply  because  they  do  not  have  available  six  months'  worth 
of  cash. 

A  final  issue  with  regard  to  spend-down  and  invoice  payment  involves 
third-party  insurance.     Although  third-party  coverage  is  not  unique  to 
spend-down  recipients,  spend-down  enforces  recognition  of  this  Medicaid- 
related  problem  of  third-party  liability  because  as  a  population,  most 
spend-downers  have  some  form  of  third-party  insurance.     The  problems  in- 
volved are   (1)  identification  of  third-party  liabilities;    (2)  division 
of  bills  between  the  third-party  payment,  the  spend-down  amount  and  the 
Medicaid  contribution?  and  (3)   collection  of  amounts  overpaid  or  advanced 
by  Medicaid  which  rightfully  should  have  been  paid  by  the  third  party. 
Little  direction  exists  for  guiding  workers  in  how  to  review  an  appli- 
cant's insurance  coverage.     There  is  confusion  as  to  whether  or  not  in- 
surance can  mitigate  the  spend-down  liability.     Finally,  pursuit  of  reim- 
bursement from  third-party  coverage  is  left  largely  to  providers. 

It  is  clear  from  the  preceeding  discussion  that  spend-down  imposes 
extra  burdens  on  the  management  of  Medicaid  operations.  Inefficiencies 
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arise  in  the  extra  tasks  required  for  spend-down  that  are  inserted  into 
the  general  invoice  processing  system.    Thus,  unnecessary  control  measures 
are  instituted  on  the  entire  system  just  for  the  sake  of  the  minority  of 
spend-downers  in  the  system.     In  each  of  these  instances,  where  spend-down 
necessitates  an  added  control,  the  outcome  is  a  less  efficient  procedure 
for  the  whole;  furthermore,  the  approaches  introduced  continue  to  be 
problematic. 

Spend-down  and  Eligibility  Determination.     Spend-down  applications 
mean  extra  work  for  the  case  worker.     The  spend-down  amount  must  be  cal- 
culated, and  the  process  of  spending  down  must  be  explained  to  the  appli- 


cant.   This  latter  task  is  said  by  workers  to  be  the  most  time-consuming 
aspect  of  handling  a  spend-down  case  since  there  are  so  many  contingencies 
and  technicalities  involved  such  as  incurment  versus  payment,  what  expenses 
are  allowable,  the  relationship  of  third-party  insurance,  etc. 

A  major  problem  in  spend-down  eligibility  determination  involves  the 
determination  of  allowable  expenses  for  meeting  the  spend-down.  Determining 
the  legitimacy  of  the  medical  expenses  used  in  spending  down  is  an  area  left 
almost  entirely  to  caseworker  discretion.     It  is  not  surprising,  therefore, 
that  most  local  offices  visited  defined  the  medical  expenses  allowed  for 
meeting  the  spend-down  differently.     Only  one  State  has  produced  an  exact 
list  of  allowable  expenses  which  should  be  counted  in  the  spend-down.     As  a\ 
result,  what  expenses  are  allowable  for  spending-down  can  vary  considerably .\ 
This  clearly  influences  who  spend-downers  are. 

Although  spend-down  is  acknowledged  by  all  States  to  be  a  difficult 
area  of  Medicaid  eligibility,  few  adequate  explanatory  materials  exist  for 
workers,  providers  or  applicants.     Consequently,  a  second  major  problem 
involving  spend-down  and  eligibility  determination  is  that  although  spend- 
down  is  a  more  complicated  and  less  familiar  appraoch  to  Medicaid  eligibility, 
inadequate^  guidance  is  available  to  those  who  are  involved  with  it.     As  a 
result,  confusion  and  frustration  occur  more  frequently  than  with  other 
Medicaid  cases. 

Because  spend-down  cases  are  more  difficult  and  time-consuming,  it  is 
not  surprising  that  informal  screening  procedures  have  been  set  up  which 
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discourage  spend-down  applications,  particularly  those  without  acute  or 


immediately  obvious  health  needs.  Only  North  Carolina  encourages  potential 
spend-downers  to  go  through  the  eligibility  process  "just  in  case"  health 

care  expenses  over  a  six-month  period  are  adequate  to  satisfy  the  spend- 
down  liability. 

A  final  indication  of  the  way  spend-downers  are  differentially  treated 
in  the  Medicaid  eligibility  determination  process  can  be  seen  in  the  ter- 
mination procedures  for  spend-downers  in  several  of  the  study  States.  Most 
States  have  special  controls  whereby  spend-downers  are  automatically  ter- 
minated at  the  end  of  a  six-month  eligibility  period.     Reapplication  is  not 
expected,  as  with  other  medically  needy  recipients,  because  it  is  felt 
spend-down  is  primarily  there  to  serve  emergency  health  needs.  Again, 
North  Carolina  is  the  exception  to  this  trend  as  shown  in  the  stability  of 
its  spend-down  population.     Utah  also  encourages  spend-downers  to  reapply. 

The  Utah  Approach.    While  all  of  the  administrative  problems  sum- 
marized here  were  present  to  some  extent  in  each  of  four  study  States,  one 
State  (Utah)  managed  to  avoid  most  of  these  difficulties  through  its  unique 


health  needs  and  the  State  collects  a  monthly  premium  equal  to  the  monthly 
excess  income.     In  return  for  paying  this  premium,  the  recipient  receives 
a  Medicaid  card  and  enjoys  the  attendent  benefits.    The  problems  related  to 
assignment  of  spend-down  liabilities,  proper  accounting  of  third-party 
reimbursements,  verification  of  dates  on  provider  invoices,  and  incurment 
as  opposed  to  actual  payment  largely  disappear.    The  State  is  saddled  with 
the  task  of  collecting  the  spend-down  from  the  recipient,  but  in  Utah  this 
has  not  proven  to  be  a  problem.     Most  importantly,  in  Utah  recipients  do 
not  have  a  problem  of  access;  providers  are  not  confused;  and  recipients 
and  workers  do  not  have  to  go  through  the  process  of  liability  accumulation 
and  assignment. 


*Utah's  approach  has  been  ruled  out  of  compliance  with  Federal 
regulations. 
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This  is  not  to  say  that  the  Utah  system  is  without  problems.    First  of 
all,  payment,  not  incurment,  is  eventually  required.     Utah's  approach  makes 
it  more  difficult  to  use  non-Medicaid  covered  health  expenses  in  meeting  the 
spend-down  liability.     Additionally,  care  has  to  be  taken  with  such  a  system 
to  insure  that  Federal,  matching  monies  are  not  confused  with  whatever  expen-  / 
ditures  the  State's  program  may  make  to  cover  those  expenses  which  are  the 
spend-down  liabilities. 

Nevertheless,  Utah's  system  is  an  example  of  how  the  essential  admin- 
istrative functions  specific  to  spend-down  can  be  removed  from  the  main- 
stream Medicaid  process.     The  remaining  functions  that  are  left  in  the  overall 
Medicaid  administrative  process  are  those  that  are  common  to  all  Medicaid 
recipients,  i.e.,  where  spend-downers  are  not  a  special  group.     Thus,  the 
problem  of  integrating  the  entire  spend-down  process  into  the  Medicaid 
framework  is  remedied. 


The  Impact  of  Spend-Down  Administration  Problems  on  Applicants  and  Recipients 

The  variations  in  State  and  local  administration  of  spend-down  are  not 
without  their  repercussions  for  the  potential  spend-down  population. 
Specifically,  the  way  States  have  approached  the  implementation  of  spend- 
down  affects  applicants  in  the  following  ways: 

•  Many  potential  spend-down  applicants  are  not  aware  of  \ 
the  program's  existence. 

•  Inadequate  explanation  and  guidance  are  available  to 


expenditures  favor  the  potential  spend-downer  with 
acute  health  care  needs  and  the  potential  spend- 
downer  who  has  the  ability  to  pay  rather  than 
only  incur  the  spend-down  liability. 

•  Even  for  those  spend-downers  who  become  eligible, 
States'  procedures  are  not  designed  to  make  them 
an  ongoing  part  of  the  Medicaid  population. 


The  Spend-down  Participation  Rate.     The  Recipient  Survey  findings 
indicate  that  spend-downers  are  only  a  small  part  of  the  current  Medicaid 
population  in  most  States.     Furthermore,  there  is  strong  indication  that 
State  Medicaid  programs  are  far  from  enrolling  all  of  those  potentially 
eligible  for  spend-down. 
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The  results  of  the  eligibility  simulation  for  Massachusetts  indi- 
cated that  the  State's  Medicaid  program  Cas  reaching  only  about  5%  of 
the  potentially  eligible  non-institutionalized  spend-down  population^ 
'Furthermore,  some  2.7%  of  the  State* 3  general  population  would  be  eli- 
gible for  Medicaid  through  spend-down  if  they  were  aware  of  it.  Of 
these  the  sizeable  majority  in  Massachusetts  were  estimated  to  be  MA- 21 
cases,  which  is  an  optional  State  eligibility  group.  ClJevertheless ,  the 
adult  and  AFDC  categories  were  also  substantially  underenrolledj)  If 
these  estimates  are  at  all  accurate,  there  are  many  persons  with  health 
care  needs  and  expenses  who  are  apparently  eligible  but  are  not  benefiting 
from  spend-down  provisions.     It  seems  safe  to  assume  that  most  of  them 
would  choose  to  pursue  Medicaid  eligibility  if  they  were  aware  of  it. 

Survey  findings  substantiated  that  the  public  is  not  familiar  with 
the  spend-down  provisions  of  Medicaid.     Most  successful  and  unsuccessful 
applicants  indicated  that  they  did  not  know  about  spend-down  per  se  until 
they  applied  for  medical  assistance. 

/     "ltost  State  Medicaid  programs  do  very  little  in  the  way  of  publicizing^ 
eligibility  provisions.     Few  written  materials  are  available.  However, 
most  of  the  study  States  did  not  feel  this  to  be  a  problem.     Since  they 
tend  to  see  spend-down  as  an  emergency  health  care  program,  they  seem  to 
assume  that  people  in  real  need  will  somehow  get  to  welfare  departments 
for  assistance.     As  a  result,  obviously,  many  persons  never  even  apply. 

A  common  assumption  seems  to  be  that  providers  will  refer  those  to 
Medicaid  spend-down  who  really  need  the  coverage.     However,  the  survey  ■ 
results  indicate  that  providers  are  not  the  main  referral  source.  Fur- 
thermore, many  potential  spend-downers  out  of  cost  consideration  may 
severely  restrict  the  health  care  which  they  obtain,  thereby  reducing 


.  the  likelihood  that  they  would  be  referred  to  the  spend-down  program. 
Also,  many  providers  are  not  interested  in  having  Medicaid  patients  so 
that  they  would  not  be  apt  to  refer  potential  spend-downers.     Finally,  it 
is  not  clear  that  providers  (especially  physicians  and  druggists)  are 
familiar  with  the  program  themselves. 


xxiv 


Spend-down  Intake  Procedures.     Even  for  those  potential  spend-downers 
who  make  it  to  their  local  welfare  departments  to  apply  for  Medicaid,  ac- 
tually becoming  eligible  can  be  difficult  and  confusing.  Applicant 
"screening'1'  often  takes  place  in  State  Medicaid  intake  procedures.  The 
potential  spend-downer  with  a  large  spend-down  or  not  immediately  obvious 
health  care  needs  can  be  discouraged  by  workers  from  even  completing  an 
application.     The  difficulties  and  complications  involved  in  processing\ 
the  spend-down  case  and  explaining  the  procedure  to  the  applicant  cause  J 
many  intakejworkers  to-screen  out  potential  spend-downers.    Almost  all 
local  offices  visited  were  understaffed,  so  that  it  is  not  surprising  that 
the  more  time-consuming  spend-down  application  is  discouraged. 

Potential  spend-downers  are  also  affected  at  the  point  of  intake  by 
the  extent  to  which  an  adequate  explanation  is  given  to  them  of  the  neces- 
sary steps  involved  in  spending  down.     Explanatory  materials,  if  they 
exist  at  all,  are  often  confusing.;   Equally  important,  workers  vary  in 
the  extent  to  which  they  take  the  time  to  explain  to  the  applicants  the 
mechanics  of  spending  down. 

Of  relevance  to  this  discussion,  a  substantial  number  of  unsuccessful 
spend-downers  included  in  the  Recipient  Survey  reported  that  they  did  not 
attempt  to  spend-down  because  they  did  not  adequately  understand  the  spend- 
down  procedures. 

The  Incurment  Problem.     The  principle  of  incurment  as  set  forth  in 
the  enabling  legislation  for  spend-down  would  seem  to  work  for  the  benefit 
of  the  spend-down  applicant.     In  reality,  allowing  the  spend-downer  to  in- 
cur the  spend-down  liability  has  not  turned  out  to  be  as  helpful  as  it  would 
appear.     Three  conclusions  can  be  made  about  incurment  with  regard  to  its 
impact  on  the  spend-down  applicant  population: 

•  It  is  often  difficult  for  spend-down  applicants  to 
get  providers  to  extend  them  credit;  therefore,  they 
do  not  have  access  to  health  services  and  are  unable 
to  incur. 

•  Incurment  is  easier  for  spend-downers  with  acute  health  ^ \ 
care  needs  than  for  those  in  need  of  chronic  care. 

•  Some  States,  even  though  endorsing  the  principle  of 
incurment  in  their  Medicaid  plans,  do  not  allow  spend- 
down  applicants  to  incur  health  expenses  for  Medicaid- 
covered  services. 
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Staying  in  the  Medicaid  System,    States  vary  considerably  in  how  they 
see  spend-downers  within  the  Medicaid  system.     North  Carolina,  as  shown  in 
the  survey  results,  treats  spend-downers  as  they  do  other  Medicaid  recipients. 
They  are  encouraged  to  reapply  every  six  months.     Spend-down  cases  there  even 
receive  a  priority  for  redetermination  since  workers  know  the  timeliness  of 
the  reapplication  is  more  critical  to  spend-downers  than  the  other  medically 
needy  or  the  categorically  needy  Medicaid  recipients.     As  a  result,  the  North 
Carolina  spend-down  population  has  many  spend-down  "repeaters". 

Massachusetts  and  Maryland  automatically  terminate  spend-downers  at  the 
end  of  their  eligibility  period,  and  do  not  encourage  reapplication.  Although 
recipients  can,  of  course,  reapply,  the  burden  for  this  is  on  them.  Spend- 
downers  are  regarded  by  most  local  offices  to  be  one-time-only  or  emergency 
cases  and  are  not  considered  to  be  an  ongoing  part  of  the  Medicaid  population. 

WHAT  OBJECTIVES  DOES  SPEND-DOWN  FULFILL? 

So  far  we  have  described  the  spend-down  process,  explained  its  adminis- 
tration by  State  Medicaid  programs,  and  reviewed  its  impact  on  the  recipient 
population.     However,  these  features  of  spend-down  shed  only  limited  light  on 
the  issue  which  is  of  critical  concern  in  a  study  such  as  this — the  purpose 
of  the  spend-down  program. 

Spend-down  can  reasonably  be  viewed  as  anything  from  a  "disregard"  to  a 
form  of  "national  health  insurance."    Since  objectives  for  the  spend-down 
provision  were  not  prescribed  by  the  law  or  by  Congress,  States  are  left  to 
interpret  individually  the  purposes  spend-down  must  serve.     In  effect,  States 
can  make  spend-down  into  whatever  kind  of  program  they  want,  as  long  as  none 
of  the  broad  restraints  set  out  by  the  regulations  are  violated.     In  none 
of  the  State  plans  and  regulations  of  the  five  study  States  are  objectives  of 
spend-down  clearly  articulated  either.     Therefore,  assessing  how  well  spend- 
down  meets  its  goals  is  impossible.     Instead,  to  achieve  an  assessment  of 
the  results  of  spend-down,  current  practices  and  performance  can  only  be 
evaluated  with  respect  to  the  achievement  of  hypothetical  objectives  of 
spend-down.     The  findings  of  the  present  research  can  be  analyzed  in  terms 
of  the  extent  to  which  States  fulfill  these  three  hypothetical  objectives: 
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•  Spend-down  is  an  equalizer.     (Spend-down  graduates 
the  line  between  those  automatically  qualified  for 
medical  assistance  and  those  who  have  sufficient 
resources  to  meet  their  usual  expenses  but  whose 
financial  security  is  threatened  by  large  medical 
costs . ) 

•  Spend-down  is  an  emergency  insurance  program. 
(Spend-down  functions  as  catastrophic  insurance 
with  the  spend-down  as  an  income-related  deductible 
for  categorically-related  persons.) 

•  Spend-down  is  an  ongoing  primary  care  type  of  health 
insurance.     (Spend-down  functions  as  most  private 
health  insurance  with  an  income -re la ted  deductible 
for  categorically-related  persons.) 

Is  Spend-Down  an  Equalizer? 

One  theory  of  what  spend-down  is  trying  to  do  is  to  remove  the  sharp 
division  between  who  can  potentially  receive  Medicaid  benefits  and  who  cannot^: 
This  was  the  objective  most  frequently  articulated  by  top-level  staff  in  the 
Title  XIX  agencies  in  the  five  study  States.     Spend-down  allows  the  line\ 
between  the  "haves  and  have-nots"  to  be  graduated.     Ideally,  the  individual 
with  several  dollars  of  "excess  income"  is  not  penalized  and  pushed  into 
financial  ruin  while  an  individual  with  several  dollars  less  income  never 
runs  this  risk.     The  excess  income  is  merely  spent-down  and  the  individual 
obtains  Medicaid  coverage. 

However,  both  administrative  findings  and  survey  results  show  that  spend- 
down  does  not,  in  actuality,  function  as  an  equalizer  in  the  financing  of 
health  care.     First,  the  procedures  required  for  a  spend-downer  to  become 
eligible  are  often  a  barrier.     Accumulating  medical  expenses  is  a  confusing, 
often  poorly  explained  process  that  spend-down  applicants  must  often  accomplish 
on  their  own  initiative.     For  ambulatory  (non-acute)  spend -downers ,  the  prob- 
lem of  access  often  obstructs  meeting  the  spend-down  liability,  i.e. ,  providers 

often  will  not  allow  incurment  of  medical  expenses  from  spend-down  individuals 

v 

because  of  their  poor  "credit  rating"  and  lack  of  assured  reimbursement.  Since 
many  local  offices  require  payment  of  the  expenses  used  for  the  spend-down  (al- 
though this  violates  Federal  regulations) ,  another  obstruction  to  meeting  the 
spend-down  is  amassing  not  only  the  expenses  but  also  the  "extra"  cash  to  pay 
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off  six  months •  worth  of  excess  income.     The  spend-downer  with  acute  needs, 
on  the  other  haw? ,  obtains  immediate  care  because  hospitals  usually  will  allow 
incurment.     According  to  providers,  acute  care  spend-downers  rarely  pay  their 
liability,  which  makes  the  difference  between  acute  and  abmulatory  spend- 
downers  even  more  inequitable . 

Thus,  spend-down  is  not  an  equalizer  between  "haves  and  have-nots".  Un- 
less an  emergency  need  is  present,  spending-down  even  a  small  excess  income 
is  a  difficult  procedure.     The  individual  with  excess  income  in  the  ambulatory 
setting  is  clearly  penalized,  and  often  never  attains  eligibility  for  Medicaid. 
These  conslusions  are  borne  out  by  the  data  results  comparing  the  successful 
versus  the  unsuccessful  spend-downers.     The  unsuccessful  applicants  had  more 
income  and  thus  larger  liabilities.     Furthermore,  the  unsuccessful  spend-downers 
had  fewer  past  (already  incurred)  health  bills,  ^hile  among  the  successful 
spend-downers,  prior  incurment  of  a  portion  _of  the  spend-down  was  a  frequent 
occurrence. j  It  seems,  therefore,  that  for  a  spend-downer  to  become  eligible 
(^requires  a  small  excess  income  and  large  medical  needs.    The  probability  of 
successfully  spending-down  decreases  as  the  size  of  the  spend-down  amount  in- 
creases, even  when  the  medical  need  stays  the  same. 

The  implications  of  these  observations  are  that(^spend-down  is  only  an 
"equalizer"  for  borderline  cases,  i.e.,  individuals  who  are  virtually  medi- 
cally needy  anyway^    Furthermore,  these  individuals  usually  must  have  acute 
medical  needs  for  them  to  successfully  achieve  Medicaid  eligibility.  With 
these  caveats,  it  is  difficult  to  conclude  that  spend-down  in  reality  func- 
tions as  an  equalizer. 

Utah  represents  the  only  exception  to  this  conclusion.     Utah's  system 
of  handling  spend -down  by  assignment  of  the  total  excess  income  amount  to 
the  State  circumvents  the  problem  of  access  discussed  above.  Furthermore, 
as  long  as  the  applicant's  declared,  projected  medical  needs  are  larger  than 
the  excess  income,  there  is  no  deterrent  to  becoming  a  "successful  spend- 
downer".     The  size  of  the  spend-down  does  not  forestall  attainment  of  eli- 
gibility; nor  does  the  lack  of  current  large  medical  expenses. 
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Is  Spend-Down  an  Emergency  Health  Insurance  Program? 

Perhaps  the  most  conclusive  finding  of  the  Administrative  Analysis  and 
Recipient  Survey  was  that  (spend -down  helps  people  with  emergency  needsy  The 
most  expeditious  and  administratively  "easy"  way  of  spend ing-down  is  with  a 
pa^fe--or— dmpend ing  hospitalization.     The  spend-down  amount  is  incurred  as  a 
portion  of  the  hospital  bill  and  Medicaid  picks  up  the  remainder  .y  In  this 
situation  if  the  hospitalization  costs  are  greater  than  the  excess  income, 
spend-down  does,  in  fact,  provide  emergency  health  insurance  coverage. 
However,  it  provides  much  more  as  well.     Medicaid  will  pick  up  all  other  health 
charges  for  that  spend-down  individual  for  the  balance  of  the  accounting 
period.     Given  the  liberal  Medicaid  benefit  package  in  most  States,  Medicaid 
is  providing  very  broad  coverage  for  usually  relatively  little  money.  (At 
six  of  the  seven  survey  sites,  average  spend-down  amounts  were  less  than 
$300.)     Therefore ,  Medicaid  provides  more  expansive  medical  coverage  than  an\ 
emergency  health  insurance  plan.  f 

In  summary,  spend-down  does  function  to  an  extent  as  emergency  health 
insurance.     However,  taking  as  given  the  emergency  insurance  nature  of  spend- 
down,  its  insertion  into  the  mainstream  of  the  Medicaid  program  denies 
efficient  and  consistent  fulfillment  of  its  role.     First,  the  deductible 
(here  the  spend-down  liability)   is  seldom  paid  in  hospitals .    And  second, 
once  the  emergency  is  covered,  there  are  often  three  months  or  more  of  ad- 
ditional coverage  for  all  types  of  health  expenses.     Thus,  if  spend-down  is 
intended  to  be  solely  an  emergency  insurance  program,  it  overreaches  its 
aim,  and  therefore  has  significant  cost  implications  in  terms  of  the  non- 
essential health  bills  Medicaid  may  pay. 

Is  Spend-down  an  Ongoing  Health  Insurance  Program? 

Spend-down,  as  usually  administered,  does  not  provide  access  to  an  ex- 
pansive health  maintenance  type  of  insurance  plan  (with  the  major  exception 
of  Utah  and,  to  some  extent,  North  Carolina) .  Its  inability  to  extend  care 
to  ambulatory  clients  with  primary  care  (chronic .and  occasional  medical)  needs 
was  repeatedly  found .  Administrative  mechanisms  are  not  devised  to  bring 
ambulatory  or  "in  own  home"  spend-downers  into  the  Medicaid  system.  A  var- 
iety of  deterrents  and  disincentives  exist.     Not  the  least  important  of 
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these  is  the  issue  of  access  to  community  health  providers  unless  the  medical 
need  is  emergent „ 

That  is  to  say ,  spending-down  is  a  necessary  prerequisite  to  becoming 
enrolled  in  Medicaid,  and  until  an  applicant  has  spent-down,  access  to  care 
is  limited  by  the  cash  available  to  him  or  the  credit  providers  are  willing 
to  extend.     As  mentioned  earlier,  Utah  provides  an  exception  to  this  statement 
by  enrolling  recipients  on  the  basis  of  anticipated  needs,  whether  acute  or 
primary,  and  subsequently  requiring  monthly  payments  to  the  State.    As  a 
result  enrollment  precedes  the  completion  of  the  spend-down,  rather  than 
follows  it. 

Another  deterrent  to  spend-down  working  as  a  type  of  ongoing  health 
insurance  is  that  the  spend-down  liability  represents  such  a  significant 
portion  of  available  income  for  spend-down  cases  (usually  7-15%) .     As  such, 
the  spend-down  liability  is  relatively  greater  than  the  cost  incurred  by 
the  general  population  for  health  insurance  premiums,  deductibles  and 
out-of-pocket  health  expenses. 

In  conclusion,  then,  of  all  objectives  hypothesized  for  spend-down, 
functioning  as  an  emergency  health  insurance  program  seems  to  describe  most 
accurately  what  actually  happens  with  spend-down  today.     Recipient  data 
clearly  supported  this  conclusion  since  spend-downers  characteristically 
had  large  past  and  ongoing  medical  expenses.     Furthermore,  most  spend-down 
liabilities  were  assigned  to  hospitals.     And  finally,  the  largest  proportion  of 
medical  charges  paid  by  Medicaid  on  behalf  of  spend-down  goes  to  hospitals. 

RECOMMENDATIONS 

Obviously,  spend-down  is  a  critical  provision  in  Medicaid  eligibility, 
since  it  effectively  extends  Medicaid  benefits  to  a  group    in  need  of  health 
care  coverage.     Without  question,  it  is  a  significant  dimension  to  Medicaid 
eligibility  and  policy. 

However,  indications  are  that  spend-down,  as  currently  implemented,  is 
not  coming  close  to  enrolling  the  potentially  eligible  population.     It  is  also 
obvious  that  the  administration  of  spend-down  is  difficult.     Spend-down  com- 
plicates Medicaid  operations;  consequently,  States  are  forced  into  violating 
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some  of  the  spend-down  regulations  in  order  to  achieve  management  control . 
As  a  result,  spend-down  implementation  varies  considerably,  and  the  program 
operates  in  several  different  ways  among  States. 

Accordingly,  there  are  some  serious  gaps  and  inconsistencies  that  need 
to  be  addressed  regarding  the  spend-down  provisions.     Recommendations  re- 
garding these  gaps  and  inconsistencies  include: 

•  A  clear  statement  of  the  Federal  intent  for  the  spend- 
down  program  is  the  critical  first  step  towards  improv- 
ing spend-down  administration.     The  Federal  government 
and  States  should  be  clear  on  the  objectives  for  the 
spend-down  program  so  that  more  specific  policies  and 
procedures  for  its  efficient  operation  can  be  established. 

•  In  addition  to  clarification  of  Federal  intent,  existing 
regulations  on  spend-down  with  regard  to  pr ioritization 
of  the  spend-down  liability,  the  incurment  principle, 
the_relationship  of  third-party  insurance  to  the  spend- 
down  liability, the  accounting  period  and  "in  hand"  con- 
cept need  to  be  refined  and  modified  to  insure  that  they 
are  implementable.     As  it  currently  stands,  there  are  a 
number  of  spend-down  related  regulations  which  are  not 
complied  with  by  States  because  they  are  administratively 
infeasible  or  because  State  officials  do  not  understand 
them  clearly. 

•  The  administrative  efficiency  of  spend-down  could  be 
substantially  improved  through  the  creation  of  pro- 
cedures expressly  designed  to  handle  spend-downers 
as  opposed  to  other  Medicaid  recipients.     The  use  of 
a  distinct  administrative  structure  for  spend-down 
such  as  that  used  in  Utah  would  appear  to  result  in 
substantial  improvement  toward  the  integration  of 
spend-down  into  the  overall  Medicaid  program.  Many 
of  the  contingency  procedures  and  special  checks 
required  for  spend-downers  in  other  States  are  elim- 
inated by  Utah's  approach;  however,  Utah's  system 

has  not  been  tested  in  any  large  State  and  continues  / 
to  have  some  problems  which  would  require  further  / 
attention.     Use  of  the  Utah  approach  would  require 
revision  of  the  Medicaid  regulations. 

•  Spend-down  as  a  means  of  Medicaid  eligibility  needs 
to  be  restructured  so  that  it  is  equally  available 
to  applicants  with  both  acute  and  primary  (chronic) 
health  care  needs.     To  remedy  the  current  discrimina- 
tion, access  to  medical  providers  and  thus  the  abil- 
ity to  incur  medical  expenses  should  be  made  equiv- 
alent.    Utah's  administrative  approach  could  be  used. 
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Assistance  could  be  given  to  potential  spend-downers 
by  better  informing  the  provider  community  of  spend- 
down  requirements  and  providing  applicants  with  pro- 
visional Medicaid  eligibility  identification.  The 
use  of  variable  accounting  periods  which  would  re- 
duce the  size  of  the  spend-down  liability  is  a  third 
alternative. 

Incentives  need  to  be  d eveloped  for  spend-downers 
with  regard  to  increasing  their  incomes  and/or  main- 
taining private  insurance  coverage.     The  marginal 
tax  rate  for  any  increased  income  to  spend-downers 
is  100%,  and  there  is  no  benefit  to  having  third 
party  coverage.     The  solutions  to  these  problems  are 
difficult,  but  are  worthy  of  further  research, 

Steps  should  be  taken  to  improve  public  knowledge  and 
information  of  the  spend-down  provision.     Two  types 
of  public  information  are  needed  ■ —  easy-to-read 
written  materials  for  potential  spend-downers,  serv- 
ice agencies,  welfare  departments  and  all  types  of 
health  care  providers;  and  more  in-depth  information 
and  analysis  for  policy-makers  in  the  health  care 
and  social  welfare  fields. 

The  medically  needy  protected  income  levels  should 
never  be  lower  than  the  highest  payment  standard  for 
a  given  case  size  used  by  a  State.     The  regulations 
should  be  changed  so  that  negative  bands  cannot 
exist  for  any  category.     This  currently  is  allowed 
through  the  Section  209(b)  of  P.L.  92-603  provi- 
sions and  by  the  133  1/3%  of  AFDC  payment  level 
limitations  for  the  protected  income  level. 

The  spend-down  provision  as  a  means  of  Medicaid 
e 1 i g ibility  should  be  extended  to  States  which  do 
not  have  a  medically  needy  program.     The  regula- 
tions should  be  amended  so  that  States  can  set  a 
protected  income  level  for  each  category  of  cash 
assistance  at  the  current  payment  standard.  A 
uniform  level  across  categories  would  not  be  re- 
quired.    A  second  type  of  medically  needy  program 
consisting  of  only  spend-downers  would  result; 
only  one  income  level  per  category  would  be  rele- 
vant to  Medicaid  eligibility.     All  Medicaid  recipi- 
ents would  be  either  categorically  needy  or  spend- 
downers  . 
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1.0  Introduction 

"Spend-down"  is  a  part  of  the  medically  needy  program  directed 
at  extending  medical  assistance  coverage  beyond  those  who  are  nor- 
mally included.     It  is  based  on  the  provision  of  the  Medicaid  law 
which  stipulates  that  "in  computing  a  family's  income  there  shall 
be  excluded  any  cost  (whether  in  the  form  of  insurance  premiums  or 
otherwise)  incurred  by  such      family  for  medical  care  or  for  any 
other  type  of  remedial  care  recognized  under  state  law."''"    Thus,  if 
a  family  meets  the  categorical  requirements  for  public  assistance , 
but  has  income  in  excess  of  the  medically  needy  eligibility  level, 
it  can  still  qualify  for  medical  assistance  by  "spending  down"  the 
income  in  excess  of  that  eligibility  level. 

In  1972  DHEW  sponsored  a  pilot  study  (Contract  #SRS-72-63)  to 
establish  more  precisely  what  the  Medicaid  spend-down  experience 
had  been.    That  contract  effort  consisted  of  brief  case  studies  in 
six  states  offering  the  medically  needy  program.    These  studies  de- 
scribed the  policies  and  administrative  arrangements  developed  for 
spend -down  in  each  state. 

In  1974  DHEW  sponsored  the  present  study  under  Contract  #SRS-74- 
58  to  analyze  in  greater  depth  the  problems  and  issues  surrounding 
spend-down .     The  remainder  of  this  introduction  is  directed  to  a  dis- 
cussion of  the  objectives  of  the  study  (Section  1.1)  and  a  description 
of  the  organization  of  the  Final  Report  (Section  1.2). 
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1.1    Objectives  of  the  Present  Study 

The  spend-down  provisions  of  Medicaid  are  but  one  dimension  of 
a  very  large  and  complex  program.     To  some,  evaluating  a  State's 
spend-down  program  would  seem  to  be  a  relatively  minor  undertaking , 
especially  in  light  of  the  many  controversial  and  publicized  issues 
in  Medicaid  today. 

However,  studying  spend-down  is  important  for  several  reasons. 
First,  spend-down  is  a  significant  component  of  Medicaid  eligibility. 
Much  criticism  has  been  directed  at  various  assistance  programs  be- 
cause eligibility  is  restricted  only  to  the  very  poorest,  and  arbitrary 
income  cut-off  lines  are  imposed.     Spend-down,  on  the  other  hand,  opens 
Medicaid  up  to  persons  of  virtually  any  income  group,  provided  there 
are  adequate  health  expenses  involved  and  categorical  requirements 
are  met.     The  spend-down  experience  seems  particularly  worthy  of  re- 
view, given  the  continuing  discussions  of  catastrophic  or  comprehen- 
sive national  health  insurance  in  which  somewhat  similar  eligibility 
requirements  might  be  involved. 

A  second  reason  for  evaluating  the  implementation  of  spend-down 
is  that  it  provides  a  focus  for  evaluating  State  Medicaid  programs. 
This  is  possible  because  spend-down  touches  on  many  aspects  of  Medi- 
caid operations,  from  the  point  of  eligibility  determination  to  card 
issuance  to  the  collection  of  third  party  insurance.     A  study  of  spend- 
down  implementation  is  by  no  means  narrow  in  scope. 

Thirdly,  a  study  of  spend-down  is  important  because  spend-down 
is  generally  acknowledged  to  be  a  difficult  aspect  of  Medicaid  to  under- 
stand and  administer.     In  the  interests  of  improving  and  simplifying 
the  program,  attention  has  to  be  directed  to  the  problems  it  presents 
to  State  and  local  agencies,  as  well  as  recipients. 

Finally,  a  study  of  spend-down  has  significance  because  relative- 
ly little  understanding  exists  regarding  the  similarities  and  dif- 
ferences among  the  various  groups  of  Medicaid  recipients.    With  in- 
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creasingly  constrained  resources,  States  and  the  Federal  government 
obviously  need  better  information  on  which  to  make  decisions  regard- 
ing Medicaid  coverage.     To  this  end,  descriptive  data  on  the  general 
population  characteristics  and  health  utilization  patterns  of  the 
major  Medicaid  groups  has  relevance. 

With  these  considerations  in  mind,  the  specific  objectives  of  the 
study  have  been: 

•  To  analyze  the  implementation  and  adminis- 
tration of  the  spend-down  program  among 

several  States; 

•  To  determine  various  characteristics  (socio- 
demographic,  economic,  behavioral  and  health 
care  utilization)  of  successful  and  unsuccess- 
ful spend-down  applicants  compared  to  other 
Medicaid  populations;  and 

•  To  estimate  the  spend-down  participation  rate, 
i.e.,  the  extent  to  which  the  potentially 
eligible  spend-down  population  is  actually 
enrolled  in  Medicaid. 

In  meeting  the  first  study  objective,  administrative  structures 
for  the  implementation  of  spend-down  in  five  States  were  assessed 
and  compared.     Spend-down  policy  and  procedures  at  both  the  State 
and  local  levels  in  Maryland,  Massachusetts,  Michigan,  North  Caro- 
lina, and  Utah  were  reviewed  to  determine  the  clarity,  consistency, 
efficiency,  and  general  regulatory  compliance  of  States  in  running 
the  spend-down  program.     Appendix  A  to  this  volume  contains  a  de- 
scription of  the  methodology  utilized  in  these  administrative  anal- 
yses . 

Case  studies  focusing  on  the  implementation  of  spend-down  have 
been  prepared  for  each  of  the  five  States.     Each  of  the  case  studies 
describes  by  State: 

•  spend-down  policy  development  and  dissemination; 

•  the  implementation  of  the  spend-down  provisions  at 
the  local  level;  and 
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®    the  reimbursement,  claims  processing  and  monitor- 
ing systems  relevant  to  spend-down. 

An  overall  assessment  of  the  administration  of  spend-down  was 
undertaken  after  the  completion  of  the  State  case  studies.     In  the 
cross-state  analysis,  common  problems  and  areas  of  variation  in  spend- 
down  implementation  have  been  identified.     Where  possible,  conclusions 
have  been  made  as  to  which  States  appeared  to  have  developed  "best 
practices"  with  regard  to  aspects  of  spend-down  administration.  In 
other  instances,  the  overall  administrative  analysis  focuses  on  the 
identification  of  continuing  problems  in  all  States. 

To  meet  the  second  study  objective,  which  involves  a  description 
and  comparison  of  the  spend-down  population,  USR&E  sampled  1,277 
Medicaid  case  records  in  Massachusetts,  North  Carolina,  and  Maryland, 
and  then  conducted  a  personal  survey  with  953  Medicaid  applicants 
and  recipients  in  these  three  States.     The  sites  selected  were: 

•  Lynn,  Massachusetts 

•  Boston,  Massachusetts 

•  Springfield,  Massachusetts 

•  Forsyth  County,  North  Carolina  (Winston-Salem) 

•  Guilford  County,  North  Carolina  (Greensboro) 

•  Baltimore  City,  Maryland 

•  Montgomery  County,  Maryland 

Extracting  information  from  agency  records  and  administering  a 
structured  questionnaire  to  survey  respondents  at  the  seven  sites, 
USR&E  studied  successful  and  unsuccessful  spend-down  applicants,  as 
well  as  a  control  group  of  medically  needy  recipients   (who  did  not 
spend-down)  in  order  to  establish  socio-deiaographic  profiles,  health 
care  utilization  patterns  (and  changes  in  these  patterns  as  a  result 
of  medical  assistance),  the  economic  impact  of  spend-down,  and  the 
behavioral  aspects  of  spend-down.     It  should  be  noted  that  the  survey 
group  did  not  include  long-term  care  recipients. 
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Also  related  to  the  second  study  objective,  USR&E  obtained  Medi- 
caid claims  payment  data  during  1974  for  the  survey  population  from 
two  of  the  States  —  Massachusetts  and  North  Carolina.  Eligibility 
and  claims  data  from  the  State  ADP  files  were  also  obtained  for  a 
sample  of  categorically  needy  recipients  from  these  two  States  to 
provide  for  further  comparison  of  the  spend-down  population. 

A  description  of  the  methodology  used  for  the  recipient  survey 
and  analysis  is  contained  in  Appendix  B  to  this  volume;     Appendix  C 
consists  of  copies  of  the  record  sampling  form  (for  local  case  re- 
cords) and  the  survey  questionnaire. 

Data  resulting  from  the  recipient  survey  and  claims  data  have 
been  analyzed  for  each  State,  as  well  as  by  sites  within  the  State. 
With  this  information,  an  overall  assessment  of  the  characteristics 
of  spend-downers  has  been  undertaken;  factors  predictive  of  spend- 
down  success  have  been  isolated;  and  a  comparison  of  spend-downers 
to  the  rest  of  the  medically  needy  population  and  the  categorically 
needy  has  been  completed. 

Finally,  the  third  study  objective,  which  involves  the  estima- 
tion of  the  spend-down  participation  rate  for  one  State,  was  accom- 
plished by  the  development  of  a  computer-based  model  which  simulated 
the  Medicaid  eligibility  process.     Using  information  from  the  National 
Health  Use  and  Expenditure  Survey  of  1970  and  specified  Medicaid 
eligibility  procedures,  USR&E  approximated  for  Massachusetts  the 
Medicaid  eligibility  process  and  attempted  to  calculate  the  poten- 
tially eligible  spend-down  population  as  compared  to  those  actually 
enrolled.     Estimates  were  also  calculated  for  other  eligible  popula- 
tion groups  for  Medicaid  in  the  State. 

V 
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1.2    Organization  of  the  Final  Report 

Nine  report  volumes  have  been  developed  to  present  the  study 
findings.    These  in  total  constitute  the  Final  Report  for  the  "Eval- 
uation of  Medicaid  Spend-down."    The  general  organization  of  the 
final  report  is : 

•  Volume  I         -  Executive  Summary  and  Overall  Evaluation 

of  Medicaid  Spend-down 

m  Volume  II  -  Study  Analysis  for  Massachusetts 

•  Volume  III  -  Study  Analysis  for  North  Carolina 

•  Volume  IV  -  Study  Analysis  for  Maryland 

•  Volume  V  -  Study  Analysis  for  Michigan 

•  Volume  VI  -  Study  Analysis  for  Utah 

•  Volume  VII  -  Survey  Data  Tabulations  —  Massachusetts, 

North  Carolina,  and  Maryland 

•  Volume  VIII    -  Medicaid  Eligibility  and  Claims  Data  — 

Massachusetts  and  North  Carolina 

•  Volume  IX       -  Spend-down  Participation  Rate 

Volumes  II  -  VI,  the  survey  State  reports,  contain  the  adminis- 
trative case  studies,  an  analysis  of  the  survey  data  for  the  States, 
and,  for  Massachusetts  and  North  Carolina,  an  analysis  of  the  Medi- 
caid claims  data.     Volume  VII  is  composed  of  the  survey  data  tables 
for  all  of  the  sites  and  also  contains  the  results  of  various  statis- 
tical tests  undertaken  by  USR&E  to  establish  the  reliability  of  sur- 
vey findings.     Volume  VIII  contains  the  Medicaid  claims  and  eligibility 
data  tables  for  Massachusetts  and  North  Carolina.     Volume  IX  describes 
the  development  of  a  computer-based  simulation  model  for  estimating 
the  spend-down  participation  rate  and  the  results  of  applying  the  model 
to  Massachusetts. 

To  summarize  what  is  contained  in  this  volume   (Volume  I) ,  we 
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present  in  Chapter  2,  which  follows,  a  review  of  several  subjects 
critical  to  the  analysis  of  spend-down  —  a  description  of  the  spend- 
down  process,  a  discussion  of  the  medically  needy  band,  a  reiteration 
of  the  legal  and  regulatory  base  for  spend-down,  and  an  examination 
of  State  options  in  implementing  spend-down. 

Chapter  3  presents  our  overall  findings  from  the  administrative 
analysis  phase  of  the  study.     Brief  descriptions  of  Medicaid  admin- 
istration in  the  study  States  are  included  initially.     Next  we  review 
the  protected  income  levels  in  each  State  and  discuss  the  implications 
of  these  eligibility  levels  relative  to  spend-down.     We  then  analyze 
the  Medicaid  administrative  functions  that  are  important  to  spend-down 
as  they  have  been  implemented  in  the  study  States. 

The  findings  from  the  recipient  survey  and  claims  data  analysis 
are  contained  in  Chapter  4.     After  a  general  discussion  of  the  survey 
population,  a  major  part  of  the  chapter  is  devoted  to  describing  the 
significant  characteristics  and  patterns  of  the  spend-down  population 
across  the  survey  sites.     Socio-demographic ,  categorical,  and  economic 
information  on  spend-downers  is  presented,  along  with  a  description 
of  their  previous  health  utilization  behavior  and  their  experience  with 
Medicaid. 

Chapter  4  also  presents  our  findings  regarding  the  factors  sig- 
nificant to  success  in  spending  down.     Following  that  discussion, 
the  spend-down  population  is  compared  to  two  other  groups  of  Medicaid 
recipients  —  the  medically  needy  who  are  eligible  without  spending 
down,  and  the  categorically  needy. 

The  final  chapter  contains  our  conclusions  and  recommendations 
regarding  the  spend-down  provisions  of  Medicaid  as  a  result  of  the 
recipient  and  administrative  analyses. 
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2.0    Background  and  Overview  of  Spend-down 


Since  the  Spend-down  Program  operates  within  the  overall  frame- 
work of  the  Medicaid  Program,  a  thorough  understanding  of  Medicaid 
itself  is  an  essential  prerequisite  to  any  analysis  of  spend-down. 
It  is  beyond  the  intent  and  scope  of  this  discussion  to  review  all 
the  provisions  and  operations  of  Medicaid.     Rather,  our  purpose  here 
is  to  show  how  spend-down  fits  into  the  Medicaid  program,  and  this 
is  done  through  an  extensive  analysis  of  the  legal  and  regulatory 
provisions  of  Title  XIX  which  are  relevant  to  spend-down. 

The  discussion  is  organized  as  follows.     First,  an  overview  of 
Medicaid  eligibility  options  is  presented  which  focuses  on  how  spend- 
down  fits  into  the  program.     Next,  the  actual  spend-down  process  is 
briefly  described.     The  third  section  contains  a  discussion  of  the 
medically  needy  band,  a  concept  useful  for  comparing  the  differing  eli- 
gibility requirements  among   State  Medicaid  programs.     Fourth,  a  detailed 
discussion  of  the  legal  and  regulatory  base  for  spend-down  at  the  Fed- 
eral level  is  presented.     The  last  section  of  this  chapter  outlines 
options  and  areas  of  discretion  available  to  States   in  administering 
spend-down . 
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2.1    Overview  of  Spend-down  as  a  Part  of  the  Medicaid  Program 

Medicaid  was  designed  to  pay  medical  bills  for  (at  least)  those 
persons  eligible  for  or  receiving,  by  reason  of  age,  disability, 
blindness,  or  membership  in  a  family  with  dependent  children,  some 
form  of  Federally  aided  public  assistance.    By  law  a  State  must  cover 
all  AFDC  cash  recipients  under  its  Medicaid  program,  but  under  Section 
209b  of  P.L.  92-603   (Social  Security  Amendments  of  1972)  States  are 
allowed  an  option  as  to  whether  or  not  they  automatically  cover  aged, 
blind,  and  disabled  Supplemental  Security  Income  (SSI)  recipients.  If 
Medicaid  eligibility  is  not  automatic  for  SSI  recipients  in  a  State, 
recipients  can,  of  course,  still  apply  separately  for  Medicaid,  and 
States  must  exclude  any  SSI  income  in  computing  Medicaid  eligibility. 
At  this  time,  36  States  automatically  extend  Medicaid  coverage  to 
SSI  recipients.     Persons  who  have  Medicaid  coverage  as  a  result  of 
their  eligibility  for  cash  assistance  (as  either  AFDC  or  SSI  recipi- 
ents) are  referred  to  as  "categorically  needy". 

At  the  option  of  a  State  (and  there  are  now  thirty-two  such 
States  and  territories^") ,  medical  services  can  also  be  extended  to 
persons  or  families  meeting  the  categorical  requirements  for  Feder- 
ally aided  cash  assistance  (that  is,  age,  blindness,  disability,  and 
so  forth) ,  but  whose  income  and  resources  are  too  high  to  receive 
cash  assistance.     States  can  also  cover  other  groups  if  they  so 
choose;  for  example,  children  under  twenty-one  who  meet  the  financial 
need  requirements  but  are  not  otherwise  eligible  for  AFDC  (called 
MA  under  21) .     These  persons  or  families  are  ostensibly  in  a  cate- 
gory of  medical,  but  not  financial,  need  since  they  have  income  and 
resources  to  meet  living  expenses,  but  insufficient  income  to  meet 


Medically  Needy  Programs  as  of  December,  1975:    Arkansas,  California, 
Connecticut,  District  of  Columbia,  Guam,  Hawaii,  Illinois,  Kansas, 
Kentucky,  Maine,  Maryland,  Minnesota,  Massachusetts,  Michigan,  Mon- 
tana, Nebraska,  New  Hampshire,  New  York,  North  Carolina,  North  Dakota, 
Oklahoma,  Pennsylvania,  Puerto  Rico,  Rhode  Island,  Tennessee,  Utah, 
Vermont,  Virgin  Islands,  Virginia,  Washington,  West  Virginia,  Wisconsin. 
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medical  expenses.     This  group  is  variously  referred  to  as  the 
medically  needy,  the  medically  indigent,  the  "MA-onlies",  or  the 
"non-money  payments".     The  amount  of  income  a  member  of  the  medical- 
ly needy  group  may  retain  and  still  be  eligible  for  Medicaid  is  es- 
tablished by  a  State  within  Federal  guidelines  and  the  upper  limit 
of  this  amount  we  will  call  the  medically  needy  protected  income 
level .     The  protected  income  level  is  the  amount  of  income  which  a 
State  designates  as  necessary  for  an  individual  or  family  to  retain 
in  order  to  meet  basic  maintenance  needs. 

If  a  person  meets  the  categorical  requirements  for  Federally 
aided  public  assistance  and  does  not  have  excessive  resources,  but 
his  income  is  higher  than  the  protected  income  level,  that  person 
may  become  eligible  for  medical  assistance  only  by  applying  suffi- 
cient income  towards  the  cost  of  medical  care  so  that  the  remaining 
amount  of  income  falls  below  the  protected  income  level.     This  pro- 
cess of  applying  one's  income  towards  the  cost  of  medical  bills  in 
order  to  become  eligible  for  Medicaid  is  called  "spend-down".  (In 
some  States  spend-down  is  called  patient  liability,  excess  income, 
or  overage . )     Many  people  equate  spending  down  to  the  concept  of  an 
income-related  deductible,  since  once  the  calculated  amount  of  ex- 
cess income  is  obligated  for  medical  expenses,  full  Medicaid  cover- 
age (according  to  the  medically  needy  program)  results . 

In  any  event,  spend-down  is  an  important  dimension  to  the 
medically  needy  program  since  it  allows  any  person  who  meets  the 
categorical  requirements  to  become  eligible  for  Medicaid  if  his 
medical  expenses  are  great  enough.     Although  something  similar  to 
spend-down  can  occur  under  209b  of  P.L.   96-203   (for  the  adult  cate- 
gories)  in  States  without  medically  needy  programs,  the  focus  of  this 
study  is  spend-down  as  it  relates  to  the  medically  needy  program. 

2.2    The  Spend-down  Process 

Perhaps  the  best  way  of  explaining  the  spend-down  process  is 
by  an  example.     Suppose  an  individual  whose  income  is  in  excess  of 
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the  amount  necessary  to  qualify  for  medical  assistance  experiences 
extraordinary  medical  expenses.     He  contacts  the  county  welfare  of- 
fice, either  on  his  own  initiative  or  through  the  advice  of  a  health 
care  provider,  and  applies  for  medical  assistance. 

The  eligibility  worker  at  the  county  office  first  determines 
whether  the  individual  has  the  required  categorical  linkage  (SSI 
aged,  SSI  blind,  SSI  disabled,  AFDC,  or  MA  under  21).     If  he  does, 
his  income  in  excess  of  the  medically  needy  protected  income  level 
is  computed.     This  computation  is  based  on  his  category,  his  house- 
hold size,  his  family  size,  income,  and  various  allowances  and  dis- 
regards permitted  by  the  State.     Asset  reserves  prescribed  by  the 
State  also  enter  into  the  eligibility  determination.     The  excess 
income  is  computed  for  a  particular  accounting  period,  usually  six 
months . 

For  the  purpose  of  our  example,  suppose  his  excess  income  is 
$50  per  month  or  $300  for  the  six  month  accounting  period.  To 
"spend-down",  he  must  incur  $300  of  medical  expenses;  then  he  be- 
comes eligible  for  medical  assistance.     If  he  does  not  achieve  this 
within  the  six  month  period,  his  application  is  no  longer  valid  and 
he  must  reapply.     If  he  does  achieve  the  $300  obligation  during  some 
portion  of  the  six  month  period,  he  is  certified  eligible  for  medical 
assistance  for  the  remainder  of  the  six  month  period. 

2.3    The  Medically  Needy  Band 

A  useful  concept  for  understanding  the  operation  of  spend-down 
is  the  "medically  needy  band".     This  concept  also  seems  best  illus- 
trated by  example.     Suppose  that  the  maximum  cash  assistance  payment 
level  for  a  single  elderly  person  in  a  given  State  is  $150  per  month. 
Then  any  individual  with  income  no  greater  than  $150  per  month  who 
constitutes  a  one-family  household,  who  is  categorically  related  by 
virtue  of  being  over  65  years  of  age,  and  who  meets  certain  resource 
and  residence  requirements  within  the  State,  can  receive  cash  assistance 
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as  well  as  medical  assistance.     Suppose  further  than  the  protected 
income  level,  or  the  medically  needy  level  as  it  may  be  called,  is 
set  at  $180  per  month.     Then  a  single  elderly  person  who  would  nor- 
mally qualify  for  cash  assistance  and  Medicaid,  but  whose  monthly 
income  is  between  $150  and  $180  a  month  is  eligible  for  the  Medicaid 
benefits,  but  not  the  cash  assistance.     This  person  is  considered 
medically  needy,  and  the  difference  between  the  $150  payment  level 
and  the  $180  protected  income  level,  is  called  the  "medically  needy 
band" . 

If  our  elderly  person  has  a  monthly  income  of  $200  a  month,  but 
meets  all  of  the  other  eligibility  requirements,  he  can  apply  his 
monthly  excess  income  of  $20  towards  medical  expenses  and  be  eligible 
for  Medicaid  benefits  for  all  subsequent  medical  expenses.     The  $20 
constitutes  his  monthly  spend-down,^"  since  it  is  the  difference  be- 
tween his  monthly  income  of  $200  and  the  medically  needy  level  of 
$180.     Our  example  is  graphically  depicted  in  Exhibit  2.1  on  the 
following  page. 

The  medically  needy  band  helps  illustrate  some  of  the  peculiari- 
ties of  spend-down.     For  example,  one  might  expect  the  protected  in- 
come level  always  to  exceed  the  payment  level  so  that  the  medical 
assistance  extends  beyond  that  group  of  people  who  are  eligible  for 
cash  assistance .     In  addition  to  increasing  the  eligible  population 
at  large,  there  would  be  a  continuous  transition  into  medical  assis- 
tance coverage  for  those  people  who,  for  one  reason  or  another,  lose 
cash  assistance  benefits  but  are  not  capable  of  covering  their  medi- 
cal expenses. 

However,  a  complication  arises  from  the  fact  that  the  medically 
needy  level  is  a  uniform  level  across  categories  and  varies  only  with 
household  size,  while  payment  levels  are  related  to  categories.  Re- 
turning to  our  illustrative  example,  the  payment  level  for  a  single 
aged  individual  may  be  $150,  for  a  blind  individual  it  may  be  $180, 


With  a  six-month  accounting  period,  this  individual  would  have  a 
$120  (6  x  $20)  spend-down. 
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Exhibit  2.1 


MEDICALLY  NEEDY  BAND  ILLUSTRATION 
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and  for  a  disabled  individual  it  may  be  $150.     For  AFDC-related 
persons  it  may  range  from  $140  for  a  family  of  one  to  $240  for  a 
family  of  four.     The  protected  income  level,  on  the  other  hand,  is 
uniformly  set  at  $180  for  a  single  individual,  since  that  is  the 
highest  payment  standard.     Computing  the  medically  needy  level 
incrementally,  we  get  $220  for  a  family  of  two,  $255  for  a  family 
of  three,  and  $270  for  a  family  of  four.     All  of  this  is  illustra- 
ted in  Exhibit  2.1.     It  is  thus  clear  that  for  most  of  the  categor- 
ies, and  for  certain  family  sizes,  the  medically  needy  band  is  in- 
deed positive,  and  individuals  may  receive  medical  benefits  although 
they  do  not  qualify  for  cash  assistance.     For  one  of  the  categories, 
however,    (in  our  example,  the  blind) ,  the  medically  needy  band  does 
not  exist,  and  such  individuals  will  generally  be  eligible  for  cash 
assistance  prior  to  becoming  eligible  for  medical  benefits  only. 

This  situation  is  further  complicated  by  two  additional  fac- 
tors.    First  of  all,  the  various  income  deductions  which  are  used 
once  a  person  is  eligible  differ  between  cash  recipients  and  the 
medically  needy  for  AFDC.     According  to  Federal  regulations,  the 
deductions  for  work  incentive  allowances  ($30  plus  one-third  of 

earned  income)   in  AFDC  cash  assistance  cases  are  not  applicable 

1 

for  medical  assistance  AFDC  cases.      Thus,  even  when  the  band  xs 

positive,  AFDC  families  who  have  earned  income  and  lose  their  cash 

assistance  benefits  often  find  that  they  "skip"  over  the  medically 

needy  band  into  the  area  where  they  receive  absolutely  no  benefits 

—  cash  or  medical  —  because  of  their  increased  income  as  well  as 

2 

loss  of  their  deductions. 


However,  disregards  for  SSI  recipients  (basically,  the  categorically 
needy  adults)  are  the  same  for  both  groups:     the  categorically  and 
medically  needy. 

2  .       .  .  . 

However,  under  certain  circumstances,  AFDC  families  are  entitled 

to  Medicaid  for  four  additional  months  after  their  AFDC  cash  assis- 
tance eligibility  has  expired. 


15 


A  second  complication  is  that  various  types  of  special  needs 
payments  are  allowed  for  cash  assistance  cases  in  certain  States. 
These  can  make  the  payment  level  effectively  higher  for  many  cash 
assistance  recipients ,  thereby  further  altering  the  gap  between  the 
cash  assistance  and  protected  income  levels.    Special  needs  considera- 
tions cannot  be  used  in  determining  medical  assistance  only  eligi- 
bility   or  in  setting  the  income  level  which  is  applicable. 

The  original  Medicaid  legislation  did  not  place  any  limits 
on  the  protected  income  level.     However,  excessive  costs  during  the 
first  year  of  the  program  resulted  in  a  1967  amendment  limiting  the 
level.     In  order  to  receive  Federal  participation  for  medically  needy 
expenditures,  the  maximum  protected  income  level  was  set  at  133  1/3% 
of  the  cash  assistance  payment  level  for  AFDC  families .     If  the  high- 
est assistance  payment  standard  is  greater  than  133  1/3%  of  the  AFDC 
payment  level,  the  medically  needy  protected  income  level  must  be 
set  at  133  1/3%  of  the  AFDC  payment  level. 

Since  the  AFDC  payment  levels  are  generally  the  lowest,  the 
width  of  the  medically  needy  band  is  usually  reduced  for  the  adult 
categories,  and  is  sometimes  non-existent  as  shown  in  our  example. 
If  a  State  chooses  to  use  its  January  1972  standards  for  adults, 
the  band  can  even  be  negative  for  the  adult  categories.     The  band  for 
adults  can  also  be  negative  if  133  1/3%  of  the  AFDC  payment  level  is 
less  than  the  payment  standard  for  adults.     Furthermore,  the  medically 
needy  level  in  many  instances  is  infrequently  updated,  while  the  cash 
payment  levels  in  some  States  are  determined  by  annual  budget  consid- 
erations and  cost-of-living  increases.     As  the  cash  payment  levels 
have  increased  over  the  years,  the  medically  needy  band  has  been  eroded 
in  many  States.     Most  States  do  not  set  their  medically  needy  level  at 
the  permitted  maximum  for  various  budgetary  considerations,  and  as  a 
result,  the  bands  are  less  than  they  could  be,  as  illustrated  in  our 
example . 

The  magnitudes  and  sizes  of  the  medically  needy  bands  in  the 


See  Section  2.4  for  an  explanation  of  regulations  relevant  to 
the  adult  protected  income  levels. 
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various  States  are  significant  since  they  provide  insights  into  the 
spend-down  process.     In  States  where  the  band  is  negative,  appli- 
cants qualify  for  cash  assistance,  and  hence  Medicaid,  even  when 
their  incomes  are  above  the  medically  needy  income  levels.  Those 
who  have  incomes  above  the  cash  assistance  eligibility  levels  can 
only  qualify  for  Medicaid  by  spending  down  to  the  medically  needy 
level.     (Note  that  one  cannot  spend-down  to  cash  assistance,  but 
only  to  medical  assistance.)     Thus,  the  medically  needy  in  these 
States  are  primarily  spend-downers . 

2.4     The  Legal  and  Regulatory  Base 

Interestingly  enough,  there  are  no  explicit  references  in  the 
Title  XIX  legislation  or  the  Federal  regulations  with  regard  to 
spend-down  per  se .     In  fact,  the  term  "spend-down"  never  appears. 
The  program  is  based  on  the  provision  of  the  law  which  stipulates 
that  " .   .   .in  computing  a  family's  income.   .   .  there  shall  be  ex- 
cluded any  costs   (whether  in  the  form  of  insurance  premiums  or 
otherwise)  incurred  by  such  family  for  medical  care  or  for  any  other 
type  of  remedial  care  recognized  under  State  law."''"    Other  than  this 
somewhat  vague  provision  Congress  did  not  express  any  formal  opinion 
as  to  what  form  spend-down  should  assume. 

However,  one  of  the  most  significant  requirements  in  the  spend- 
down  program  is  included  in  the  law  —  that  is,  spend-down  liability 
only  has  to  be  "incurred",  which  by  definition  means  that  a  recipi- 
ent does  not  necessarily  have  to  actually  pay  the  medical  expenses 
which  are  used  to  meet  his  liability.     Considerable  confusion  at 
State  and  local  levels  has  resulted  because  of  this  particular  point, 
since  it  establishes  that  recipients  need  not  show  proof  of  actual 
payment  of  medical  expenses  equal  to  their  excess  income,  but  only 
the  incurrence.     At  times  the  definition  of  the  word  "incurred"  is 
simply  misunderstood  and  thus  incorrectly  interpreted  as  meaning  "paid" 


U.S.  Code  1396  b(f) (2);  Social  Security  Act,   1903  (f)(2). 
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DHEW  regulations  on  Medicaid  do  explicitly  define  some  para- 
meters for  the  spend-down  concept.     Before  reviewing  the  regula- 
tions, it  should  be  mentioned  that  Medicaid  is  a  Federal/State 
program.     Federal  regulations  for  title  XIX  traditionally  do  not 
specify  exactly  how  States  should  handle  each  specific  Medicaid 
procedure;  rather,  they  set  boundaries  within  which  States  must 
operate.     Variations  between  States  are  expected,  even  encouraged, 
so  long  as  basic  requirements  are  met.     As  a  consequence,  the  re- 
gulations should  not  be  expected  to  provide  the  final  word  regard- 
ing spend-down  implementation;  instead  they  are  important  for  de- 
fining the  program  parameters. 

First  of  all,  Section  248.3  of  Title  45  of  the  Code  of  Federal 
Regulations   (CFR)  sets  forth  the  requirements  by  which  States  must 
determine  the  protected  income  level  for  the  medically  needy. 
These  regulations  regarding  the  medically  needy  level  directly 
impact  on  spend-down  since  they  direct  States  in  establishing  the 
protected  income  level  to  which  applicants  with  excess  income  must 
spend-down.     The  amount  by  which  an  applicant  is  overscale  becomes 
his  liability  or  spend-down  amount. 

With  regard  to  establishing  this  protected  income  level,  the 
Regulations   (45  CFR,  Section  248.3)  require  of  States  that: 

(1)  The  levels  for  maintenance  must  be  comparable 
among  individuals  and  families  of  varying  sizes. 

(2)  The  levels  must  be,  as  a  minimum,  at  the  higher 
of  the  levels  of  the  payment  standards  generally 
used  as  a  measure  of  financial  eligibility  in 
the  money  payment  programs. 

-  For  three  person  families  or  larger,  the 
Title  IVA  (AFDC)   level  is  required. 

-  For  individuals  or  two  pefson  families, 
a  State  must  use  the  higher  of  the  AFDC 
payment  standard  or  the  highest  adult 
payment  standard   (SSI) ,  except  when  a 
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State  has  chosen  to  use  its  January 
1972  standard  for  adults.1     (If  the 
higher  standard  is  over  133  1/3%  of 
the  AFDC  level,  133  1/3%  of  the  AFDC 
payment  level  must  be  used,  since 
this  is  the  maximum  level  for  Federal 
financial  participation.) 

It  is  significant  to  note  that  the  protected  income  levels  for 
medical  assistance  in  a  State  are  tied  not  to  the  full  standard  (or 

what  States  calculate  is  required  to  meet  basic  needs) ,  but  the  pay- 

2 

ment  standard.      Furthermore,  the  State  cannot  use  the  higher  pay- 
ment standard  for  a  given  family  size  in  calculating  the  protected 
income  level  if  that  payment  standard  is  greater  than  133  1/3%  of 
the  AFDC  payment  level  for  that  family  size. 

As  implied,  there  is  a  maximum  limit  on  the  medically  needy 
or  protected  income  level.     Section  248.4  states  that  Federal  finan- 
cial participation  is  only  available  for  families  or  individuals 
whose  income  is  within  133  1/3%  of  the  AFDC  payment  level. 

The  regulations  do  not  specify  how  often  the  medically  needy 
level  must  be  updated.     Furthermore,  the  regulations  do  not  address 
the  fact  that  the  medically  needy  level  can,  for  some  categories, 
be  the  same  as  or  less  than  the  categorically  needy  level;  a  situa- 


Section  209(b)  of  P.L.  92-603   (Social  Security  Amendments  of  1972) 
and  SSA,  1902 (f ) . 

2  ... 
According  to  the  National  Center  for  Social  Statistics  of  DHEW, 

States  have  three  basic  monthly  amounts  which  they  calculate.  Those 

are: 

(1)  the  full  standard  which  represents  the  amount  necessary  for 
basic  needs  as  defined  in  the  State's  plan.     (For  AFDC  cases  with  earned 
income,  the  full  standard  is  the  amount  from  which  income  from  all  sources 
is  compared  to  determine  whether  or  not  financial  eligibility  exists.) 

(2)  the  payment  standard  which  represents  the  amount  from  which 
income  "available  for  basic  needs"  is  subtracted  to  determine  the  amount 
of  assistance  to  which  a  person  or  family  is  entitled. 

(3)  the  payment  level  or  largest  amount  paid  which  represents  the 
total  monthly  payment  for  basic  needs  made  under  State  law  or  agency 
regulations  to  a  person  or  family. 
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tion  found  in  many  States.      Consequently,  it  is  often  just  as  "easy" 
to  qualify  for  a  cash  grant  and  medical  assistance  as  it  is  to  be 
eligible  for  medical  assistance  only.     (This  is  discussed  in  greater 
detail  in  Section  2.5). 

The  medically  needy  level  has  to  be  uniform  across  aid  cate- 
gories, while  the  categorically  needy  level  can  vary  by  category. 
As  mentioned,  the  effect  of  this  is  that  for  one  category,  the 
difference  between  the  two  levels  will  be  considerable,  while  for 
another  category  the  cash  level  will  be  the  same  as  the  medically 
needy  level.     However,  the  medically  needy  levels  can  vary  by  geo- 
graphic area  within  a  State  as  long  as  the  levels  are  consistent  with 
the  cash  assistance  levels. 

Section  248.3  of  Title  45  of  the  CFR  indicates  that  the  resource 
level  for  medically  needy  recipients  (and  thus  spend-down  applicants) 
must  adhere  to  the  following: 

Resources  which  may  be  held  must,  as  a  minimum, 
be  at  the  higher  of  the  levels  allowed  under  the 
State  plan  approved  under  Title  IV-A  or  allowed 
in  the  Supplemental  Security  Income  program  and 
the  amount  of  liquid  assets  which  may  be  held 
must  increase  with  an  increase  in  the  number  of 
individuals  in  a  family. 

Consequently,  spend-down  applicants  (or  any  medically  needy  person) 
are  entitled  to  at  least  the  same  amount  of  resources  or  liquid 
assets  as  are  the  categorically  needy  and  at  State  option  can  be 
entitled  to  even  more. 

This  same  section  of  the  regulations  also  specifies  that  medically 
needy  families  are  to  receive  the  same  disregards  applicable  to  income 
which  are  used  for  AFDC  in  eligibility  determination.     Income  disre- 


The  medically  needy  level  can  be  less  than  the  payment  standard  and 
payment  level  with  adult  cases  when  States  choose  to  use  the  January 
1972  payment  standards  for  adult  categories  in  establishing  the 
medically  needy  level.     It  can  also  be  less  if  133  1/3%  of  the  AFDC 
payment  level  is  lower  than  the  adult  payment  standard. 
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gards  used  for  aged,  blind,  and  disabled  Medicaid  applicants  are  to 
be  the  higher  of  either   (1)  those  used  under  SSI  or   (2)  those  used 
under  each  State's  SSI  optional  supplementation  program. 

Finally,  Section  248.3  of  Title  45  of  the  CFR  sets  forth  general 
specifications  regarding  the  accounting  period  to  be  used  for  deter- 
mining eligibility  for  medically  needy  recipients: 

Only  such  income  and  resources  will  be  considered 
as  will  be  "in  hand"  within  a  period,  not  in  excess 
of  6  months  ahead,  including  the  month  in  which 
medical  services  which  are  covered  under  the  plan 
were  rendered. 

Therefore,  by  regulation,  States  are  given  an  option  as  to  the  length 
of  the  accounting  period  used  for  determining  spend-down  liability  or 
medically  needy  eligibility  in  general.     States  can  in  fact  use  a  one 
month  accounting  period  if  they  so  wish;  six  months  is  the  maximum 
time  period  allowed  "ahead" . 

Retroactivity  for  Medicaid  eligibility  can  be  granted  for  a 
maximum  of  three  months  prior  to  the  date  of  application  (providing 
the  recipient  would  have  been  eligible  at  that  time)  according  to 
Section  206.10  of  Title  45  in  the  regulations. 

The  regulations  are  not  specific  as  to  what  the  overall  maximum 
accounting  period  is.     Conceivably,  it  could  be  nine  months,  i.e., 
three  months  retroactive  plus  six  months  ahead.     However,  another 
interpretation  is  that  the  six  months  "ahead"  is  dependent  upon  the 
date  when  an  applicant  begins  his  spend-down.     In  this  instance  six 
months  would  be  the  maximum  accounting  period,  even  if  an  applicant 
made  his  accounting  period  three  months  retroactive. 

A  further  point  with  regard  to  establishing  the  accounting  period 
is  in  interpreting  what  is  meant  by  "in  hand"  income.     The  regulations 
are  not  precise  as  to  what  this  means  and,  as  could  be  expected,  vary- 
ing interpretations  occur.     Perhaps  most  critical  is  the  interpreta- 
tion given  to  "in  hand"  when  a  spend-downer ' s  accounting  period  is 
retroactive.     If  three  months  retroactivity  is  used,  and  a  spend-down 
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applicant  says  he  has  none  of  his  income  left  from  that  time,  can 
he  be  held  liable  for  "excess"  income  for  that  period?    It  has  been 
hypothesized  in  some  States  that  "in  hand"  cannot  be  applied  retro- 
actively; therefore,  for  spend-down  cases  with  retroactivity  the  cal- 
culation of  the  spend-down  amount  does  not  include  this  retroactive 
period. 

The  actual  procedure  by  which  available  income  is  to  be  treated 
in  determining  eligibility  is  described  in  Section  248.3  of  Title  45: 

In  determining  whether  an  individual's  income  is 
above  the  medically  needy  level,  medical  expenses 
are  not  deducted  from  income.     However,  in  deter- 
mining eligibility  for  medical  assistance,  incurred 
medical  expenses  must  be  deducted  from  income  for 
a  medically  needy  individual. 

In  other  words,  medical  expenses  are  only  to  be  deducted  after  it  has 
been  determined  whether  or  not  a  person's  income   (after  other  dis- 
regards) is  above  or  under  the  protected  income  level. 

For  those  persons  whose  income  does  exceed  the  protected  income 
levels  (they  are  actually  potential  spend-downers) ,  Section  248.3  of 
the  regulations  sets  forth  certain  principles  by  which  income  is  to  be 
considered  so  that  there  is  a  "flexible  measurement  of  income".  The 
importance  of  the  flexible  measurement  standard  is  to  eliminate  any 
arbitrary  cut-off  point  preventing  applicants  with  large  medical  bills 
from  obtaining  needed  medical  assistance.     The  flexible  measurement 
concept  is  in  actuality  the  regulatory  base  for  spend-down,  since  it 
establishes  how  excess  income  and  medical  expenses  are  to  be  treated 
so  that  applicants  with  income  above  the  protected  income  level  may 
become  eligible. 

The  following  order  of  priority  in  income  determination  is  set 
forth  in  the  regulations: 
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(1)  Income  is  protected  for  maintenance  first,  so  that  any 
income  in  an  amount  at  the  established  medically  needy 
level  will  be  protected,  except  that  this  does  not  pre- 
clude imposition  of  the  enrollment  fee,  premium  or  sim- 
ilar charge,  or  of  copayments  or  deductibles. 

(2)  Next,  income  will  be  applied  to  cost  incurred  for  medi- 
cal insurance  premiums  . . .   for  any  copayments  or  de- 
ductibles, and  for  necessary  medical  or  remedial  care 
recognized  under  State  law  and  not  encompassed  within 
the  State  plan  for  medical  assistance.     States  may  set 
reasonable  limits  on  such  medical  services  for  which 
excess  income  may  be  applied.     Any  medical  resources 
for  an  individual  in  the  form  of  insurance  or  other  en- 
titlement will  also  be  applied  to  such  costs. 

(3)  All  of  the  remaining  excess  income  and  medical  resources 
in  the  form  of  insurance  or  other  entitlements  will  be 
applied  to  costs  of  medical  assistance  included  in  the 
State  plan.     Once  such  income  and  resources  are  exhausted, 
the  full  amount,  duration  and  scope  of  care  and  services 
provided  by  the  plan  are  available. 

Therefore,  for  a  Medicaid  applicant  who  has  excess  income,  this 

excess  is  to  be  applied  first  to  any  expenses  he  has  had  for  insurance 

premiums  and/or  cost  of  medical  services  not  covered  in  the  State's 

program.     Secondly,  if  any  excess  remains,  it  is  to  be  applied  towards 
the  cost  of  services  covered  by  the  State  Medicaid  program  until  the 
full  liability  has  been  met. 

Since  spend-down  applicants  are  often  covered  by  some  sort  of  pri- 
vate health  insurance1,  it  is  important  to  review  what  the  regulations 
say  with  regard  to  the  handling  of  third  party  liability.  Section 
250.31  of  Title  45  sets  forth  the  following  requirements; 

(1)     The  State  or  local  agency  will  take  reasonable  measures 

to  ascertain  any  legal  liability  of  third  parties  arising 
after  March  31,  1968,  for  the  medical  care  and  services  in- 
cluded under  the  plan,   the  need  for  which  arises  out  of  in- 
jury, disease,  or  disability  of  applicants  for  or  recipi- 
ents of  medical  assistance. 


See  Section  4.1  for  description  of  spend-down  population  characteristics. 


23 


(2)  The  State  or  local  agency,  in  determining  whether  medical 
assistance  is  payable,  will  treat  any  third  party  liability 
as  a  current  resource  when  such  liability  is  found  to  exist 
and  payment  by  the  third  party  has  been  made  or  will  be 
made  within  a  reasonable  time. 

(3)  The  State  or  local  agency  will  not  withhold  payment  on 
behalf  of  an  eligible  individual  because  of  the  liability 
of  a  third  party  when  such  liability  or  the  amount  there- 
of cannot  be  currently  established  or  is  not  currently 
available  to  pay  the  individual's  medical  expense. 

(4)  The  State  or  local  agency  will  seek  reimbursement 
from  a  third  party  for  assistance  provided  when  the 
party's  liability  is  established  after  assistance  is 
granted  and  in  any  other  case  in  which  the  liability 
of  a  third  party  existed,  but  was  not  treated  as  a 
current  resource. 

In  discussing  how  private  insurance  is  to  be  considered  for  medi- 
cally needy  applicants  with  excess  income,  another  section  of  the  regu- 
lations indicates  that  insurance  should  be  applied  to  both  non-Medicaid 
and  Medicaid-covered  health  expenses  used  in  meeting  the  spend-down  li- 
ability (Section  248.3c).     This  could  be  read  to  imply  that  an  applicant 
with  full  insurance  coverage  would  in  fact  not  have  to  expend  any  of  his 
excess  income  to  meet  his  spend-down  liability  if  his  insurance  covered  it. 

However,  Section  248.4  of  the  regulations  in  discussing  Federal 

financial  participation  states: 

In  computing  a  family's  or  individual's  income.... 
there  shall  be  excluded  any  costs  (whether  in  form 
of  insurance  premiums  or  otherwise)  incurred  by 
such  family  or  individual  for  medical  care  or  for 
any  other  type  of  remedial  care  recognized  under 
the  state  law,  provided  that  such  costs  are  not  sub- 
ject to  reimbursement  by  a  third  party. 

This  indicates  that  an  individual  with  private  insurance  cannot  use 
the  private  insurance  coverage  in  helping  him  to  meet  his  spend-down 
(except  for  the  cost  of  the  premiums  and  any  deductibles) .     Any  med- 
ical bills  covered  by  insurance  cannot  be  counted  as  part  of  the 
liability.     Of  course,  the  difficulty  that  this  presents  is  that 
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often  it  is  not  known  at  the  point  of  application  what  bills  will  be 
covered  by  insurance. 

Furthermore,  this  stipulation  means  that  there  is  no  "return"  to 
the  individual  who  has  maintained  private  insurance  coverage  since  none 
of  the  costs  covered  by  insurance  can  be  used  toward  spending  down. 
Third  party  liability  is  another  part  of  the  regulations  relevant  to 
spend-down  which  are  open  to  considerable  misinterpretation  and  gener- 
ally are  poorly  implemented. 

A  final  regulation  which  should  be  cited  as  relevant  to  spend- 
down  is  the  general  instruction  for  Medicaid  administration  included 
in  Section  206.10  of  the  CFR: 

With  respect  to  Title  XIX,  policies  and  procedures 
shall  assure  that  eligibility  for  medical  assistance 
shall  be  determined  in  a  manner  consistent  with  sim- 
plicity of  administration  and  the  best  interests  of 
the  applicant  or  recipient. 

2 . 5    State  Options  in  Administering  the  Spend-down  Program 

In  addition  to  understanding  the  Federal  regulations  relevant  to 
spend-down,  it  is  important  to  recognize  the  options  and  areas  of  com- 
plete discretion  available  to  the  State.       As  mentioned  in  the  regula- 
tory discussion,  States  have  several  options  with  regard  to  spend-down; 
furthermore,  several  areas  relevant  to  spend-down  are  not  specifically 
addressed  in  the  regulations,  thereby  giving  the  States  considerable 
leeway  in  setting  up  their  programs. 

First  of  all,  States  are  free  to  set  their  own  protected  income 
levels  for  the  medically  needy  program,  provided  they  stay  within  the 
restrictions  set  forth  in  the  regulations.     As  a  consequence,  the  level 
to  which  applicants  must  spend  down  varies  tremendously  between  States, 
and  thus  the  size  of  the  potentially  eligible  spend-down  population 
varies.     As  a  result  of  fiscal  pressures,  States  seem  more  concerned 
with  the  minima]   requirements  than  with  the  allowable  maximum. 
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It  should  also  be  mentioned  that  States  have  options  as  to  where 
they  set  the  payment  standard  and  payment  level  as  opposed  to  the  full 
standard  of  need.     As  a  matter  of  fact,  States  exercise  some  discretion 
in  the  calculation  of  all  their  standards  and  payment  levels  since  the 
exact  methods  for  standard  calculation  are  not  prescribed  by  Federal 
regulations.     Consequently,  there  is  considerable  latitude  already  ex- 
ercised by  States  before  the  medical  assistance  protected  income  level 
range  is  established,  and  the  exact  level  is  set. 

A  second  area  relevant  to  spend-down  in  which  States  have  dis- 
cretion is  the  determination  of  medical  expenses  which  can  be  used 
by  a  spend-down  applicant  in  meeting  his  spend-down  liability.  The 
regulations  only  stipulate  that  insurance  premiums  and  deductibles 
should  be  considered,  and  that  medical  services  not  covered  by  Medi- 
caid can  be  included  as  long  as  they  are  recognized  under  State  law. 

As  could  be  expected,  some  States  have  decided  that  almost  any 
expense  which  is  health-related  can  be  used  (for  example,  transporta- 
tion and  non-prescription  drugs  and  supplies) ,  while  other  States 
only  recognize  expenses  incurred  with  traditional  health  providers 
(doctors,  hospitals,  druggists,  etc.).     Considerable  disagreement 
exists  over  whether  or  not  debts  for  past  medical  expenses  can  be 
used  (i.e.,  beyond  the  three  months'  retroactivity).     Another  area 
open  to  interpretation  involves  allowing  a  spend-down  applicant  to 
use  medical  expenses  for  other  family  members  or  dependents  in  meet- 
ing spend-down  liability.     In  some  State  plans,  the  language  is  so 
vague  as  to  what  expenses  can  be  used  that  the  final  decision  is  in 
fact  left  to  the  interpretation  of  individual  eligibility  workers, 
thus  allowing  variation  even  within  States.     Limits  on  what  kinds  of 
expenses  can  be  allowed  are  not  addressed  in  the  regulations. 

States  may  also  choose  what  length  of  time  to  use  in  establish- 
ing spend-down  eligibility,  as  long  as  the  period  does  not  extend  six 
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months  ahead.     Retroactivity  is  only  allowable  for  up  to  three  months. 
In  practice,  most  States  are  using  a  six  month  accounting  period; 
others  use  nine;  some  use  several  different  accounting  periods.     As  a 
generalization,  States  indicate  six  months  is  administratively  the  most 
feasible  since  it  cuts  down  on  eligibility  redetermination. 

Interestingly,  most  States  use  a  monthly  spend-down  for  Medicaid 
recipients  in  nursing  homes  and  other  long-term  care  institutions. 
In  most  instances  institutionalized  recipients  pay  their  entire  in- 
come each  month  (except  that  which  they  are  allowed  to  retain  for  per- 
sonal use)  toward  the  cost  of  their  care,  while  Medicaid  pays  the  rest. 
Recently,  there  has  been  a  question  of  the  consistency  and  legality 
of  using  a  monthly  spend-down  for  institutionalized  recipients  while 
those  in  the  community  must  spend-down  six  months'  worth  of  excess 
before  becoming  eligible.     However,  as  mentioned  above,  the  regula- 
tions appear  to  leave  considerable  latitude  to  the  States  in  defin- 
ing the  accounting  periods  which  they  will  use.     No  specific  prohibi- 
tion against  multiple  accounting  periods  is  mentioned. 

Another  area  in  which  States  decide  on  policy  relevant  to  spend- 
down  is  with  the  assignment  of  the  spend-down  liability.     By  "assign- 
ment" we  mean  the  expenses  which  are  assigned  to  be  the  responsibility 
of  the  recipient  as  opposed  to  the  Medicaid  program,  i.e.,  the  spend- 
down  liability.     The  regulations  indicate  the  recipient  liability  should 
be  first  assigned  to  insurance  premiums,  then  non-Medicaid  expenses  (as 
approved  by  the  State) ,  and  then  expenses  covered  under  Medicaid.  How- 
ever, the  assignment  of  spend-down  liability  gets  much  more  complicated. 
Often  the  assignment  of  liability  is  determined  by  the  chronology  of 
events.     If  a  State  chooses  to  use  an  exact  date  for  achieving  Medicaid 
eligibility,  spend-down  assignment  is  chronological,  i.e.,  the  liabil- 
ities are  assigned  as  services  received  until  the  spend-down  is  exactly 
met.     If  a  State  does  not  use  an  exact  date,  it  usually  allows  the  re- 
cipient to  assign  the  liability  to  whichever  provider (s)  the  recipient 
desires.     Then  Medicaid  will  cover  all  other  health  expenses  during  the 
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accounting  period.     Each  approach  has  its  own  problems,  as  is  discussed 
in  Section  3.3.3. 

Although  a  State  obviously  has  several  options  in  the  area  of  lia- 
bility assignment,  typically  no  clear  statement  of  State  policy  is  made 
beyond  whether  they  will  require  recipients  to  accumulate  the  bills  so 
that  an  exact  date  of  eligibility  is  met  or  allow  the  arbitrary  assign- 
ment of  the  liability  to  any  provider. 

A  final  area  left  open  to  State  interpretation  regards  third  party 
liability.     As  mentioned  earlier,  spend-downers  often  have  insurance 
coverage,  and  this  further  complicates  spending  down.     First  of  all, 
States  and  workers  are  often  confused  as  to  whether  insurance  can  be 
used  in  meeting  the  spend-down  liability.     The  regulations  imply  in- 
surance must  be  used  if  it  is  available  to  the  recipient.  Clearly 
the  regulations  indicate  also  that  Medicaid  should  not  pay  when  in- 
surance could  be  utilized  (after  Medicaid  eligibility) . 

However,  the  regulations  are  not  clear  and  neither  are  most 
States  as  to  what  should  be  done  when  insurance  may  eventually  cover 
expenses  used  in  spending  down.     As  mentioned  earlier,   the  regula- 
tions on  Federal  financial  participation  indicate  that  if  third  party 
reimbursement  occurs,  the  expenses  cannot  be  deducted  from  the  in- 
come in  determining  medically  needy  eligibility.     On  the  other  hand, 
if  it  is  not  known  whether  private  insurance  will  cover  potential 
"spend-down"  expenses,  spend-down  applicants  are  allowed  to  use  them. 
This  would  imply  that  States  must  have  some  definite  means  of  eventually 
checking  back  on  spend-downers  with  insurance  coverage  to  investigate 
whether  or  not  third  party  reimbursement  was  made  either  to  the  pro- 
vider or  directly  to  the  recipient.     Obviously,  States  have  options 
as  to  how  this  third  party  pursuit  is  to  be  handled,  which  will  be 
discussed  in  Section  3.3.7. 
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Before  moving  to  the  review  of  State  spend-down  implementa- 
tion which  follows  in  the  next  chapter,  it  should  be  noted  that 
numerous  interpretive  documents  on  spend-down  beyond  the  Federal 
regulations  have  been  issued  by  the  Medical  Services  Administra- 
tion  (MSA)  of  HEW  over  the  years.     In  response  to  specific  requests 
from  States  or  regional  offices,   letters  have  been  written  by  MSA 
which  address  issues  of  relevance  to  spend-down  regulations.  These 
become  part  of  a  Precedents  File  and  are  circulated  to  all  Regional 
staff  of  HEW  so  that  consistent  interpretations  of  Federal  Medicaid 
policy  can  be  made  to  the  States.     Additionally,  MSA  at  times  pro- 
vides guidance  to  States  and  regions  through  the  issuance  of  Policy 
Information  Memos.     As  a  result,  some  interpretation  of  spend-down 
regulations  has  occurred.     However,  these  kinds  of  issuances  are 
often  not  adequately  circulated,  nor  are  they  easily  pulled  together 
for  a  particular  topic  such  as  spend -down.     Consequently,  their  use- 
fulness is  often  limited. 

It  should  be  noted  that  the  review  of  the  legal  and  regulatory 
base  of  spend-down  as  presented  in  this  chapter  has  not  included 
any  interpretations  relevant  to  spend-down  which  may  have  resulted 
from  MSA  policy  issuances. 
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3.0    Study  Findings:     Administrative  Analysis  in  Five  States 

This  chapter  presents  the  findings  of  the  cross-site  compari- 
son of  the  administration  of  spend-down  in  the  five  study  States. 
Topics  of  particular  relevance  to  the  implementation  of  the  spend- 
down  program  and  its  relationship  to  Medicaid  as  a  whole  were  select- 
ed and  analyzed  for  each  State.     As  a  result,  the  material  presented 
in  the  chapter  is  highly  focused.      Discussion  has  been  confined  to 
matters  directly  pertinent  to  spend-down,  even  though  our  cross-site 
comparisons  revealed  significant  differences  in  policies  and  admin- 
istrative procedures  on  a  wide  variety  of  issues  pertaining  to  Title 
XIX  as  a  whole. 

This  chapter  is  made  up  of  three  sections.     Section  3.1  contains 
capsule  summaries  of  the  participating  study  States.     These  brief  des- 
criptions are  intended  to  orient  the  reader  regarding  each  State ' s 
Title  XIX  program  so  that  the  analysis  can  be  read  with  some  perspec- 
tive.    Detailed  description  and  discussion  of  State  Title  XIX  and 
spend-down  programs  are  found  in  the  State  case  studies  in  Volumes 
II -VI.     Section  3.2  of  this  chapter  presents  an  in-depth  discussion 
of  the  eligibility  levels  used  at  the  time  of  the  study  in  the  five 
study  States.     These  levels  obviously  are   significant  to  an 
analysis  of  the  spend-down  program  in  each  State. 

Section  3.3  presents  the  cross-site  analysis  of  administrative 
functions  important  to  spend-down.     For  ease  of  presentation,  the 
cross-site  analysis  is  organized  around    nine  areas  relevant  to  spend- 
down  implementation  in  which  significant  State  variation  was  observed. 
These  include  eligibility  determination  procedures,  the  payment  versus 
incurment  of  spend-down  liability,  the  assignment  of  the  spend-down 
liability,  the  collection  of  the  spend-down  liability,  retroactive 
eligibility  claims  processing,  interface  with  third  party  insurance, 
redetermination  procedures,  and  the  use  of  explanatory  materials 
for  providers  and  recipients. 


31 


It  is  important  to  note  that  the  cross-site  analysis  was  under- 
taken using  the  data  collected  during  the  USR&E  State  visits.  Thus 
the  data  pertains  to  administrative  structures  and  procedures  operable 
in  Massachusetts  and  North  Carolina  in  November,  1974,  in  Maryland  in 
January,  1975,  and  in  Michigan  and  Utah  in  March,  1975.     Policies  and 
procedures  may  easily  have  changed  between  the  time  of  these  visits 
and  the  writing  of  this  report.     In  North  Carolina,  for  example,  the 
administration  of  the  entire  Title  XIX  has  radically  changed.  Thus, 
some  observations  of  this  chapter  may  be  somewhat  academic  for  that 
State.     Although  the  examples  cited  throughout  the  chapter  may  no 
longer  exactly  apply  for  a  particular  State  or  local  office,  the  sub- 
stance of  the  conclusions  and  principles  they  illustrate  are  not 
necessarily  rendered  invalid. 
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3.1    State  Summaries 

Presented  in  the  next  few  pages  are  capsule  summaries  of  the  State 
Title  XIX  programs  which  we  studied.     These  summaries  should  highlight 
major  facts  and  characteristics  of  each  State's  program  which  will  put 
the  cross-site  analysis  presented  in  Sections  3.2  and  3.3  into  perspec- 
tive.    How  the  States  were  chosen  for  participation  in  the  study,  and 
how  the  Administrative  Analysis  was  conducted  at  the  sites  is  described 
in  Appendix  A,  the  Administrative  Analysis  Methodology. 
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3.1.1     North  Carolina 

North  Carolina  is  one  of  two  southern  States  that  has  a  medical- 
ly needy,  and  hence  a  spend-down,  program.     North  Carolina  was  chosen 
as  a  study  State  to  represent  not  only  the  South  but  also  as  a  pri- 
marily rural  and  relatively  "poor"  State.     Only  45.0%  of  North  Caro- 
lina's population  is  classified  as  urban;  and  in  personal  per  capita 
income  North  Carolina  ranks  37th  in  the  United  States. 

The  Title  XIX  Program  is  administered  by  the  Division  of  Social 
Services  within  an  umbrella  State  agency.     Although  North  Carolina's 
Medicaid  program  is  referred  to  as  a  "county-administered,  State- 
supervised"  program,  the  State  agency  does  all  policy  formulation 
and  manages  all  systems  operations   (including  invoice  processing) . 
The  counties'  responsibilities  are  to  implement  State  directives. 

In  FY  1974  Medicaid  program  costs  amounted  to  $190,000,000. 
Approximately  167,000  recipients   (including  the  institutionalized 
population)  were  eligible  for  Medicaid  benefits  each  month.     Of  these, 
approxiraately  37,500  or  22%  were  medically  needy. 

Special  features  of  the  program  include  the  requirement  of  co- 
payments  by  medically  needy  recipients  for  certain  services  in  the 
benefit  package.     North  Carolina  is  the  only  State  of  the  five  study 
States  that  elected  to  implement  co-payments.     Another  special  fea- 
ture impacting  spend-downe rs  is  the  use  of  a  unique  "certification 
phase".     After  an  applicant  is  identified  as  having  excess  income, 
he  is  entered  in  files  as  "certified".     Certification,  which  is 
basically  a  pending  status,  continues  until  the  spend-down  is  suc- 
cessfully fulfilled,  at  which  point  the  applicant  becomes  "authorized". 
With  authorization,  card  issuance  and  payment  for  medical  services 
commences.     The  eligibility  period  extends  exactly  six  months  after 
the  certification  date. 
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3.1.2  Massachusetts 

Massachusetts  is  a  densely  populated,  industrial,  Northeastern 
State.     Approximately  84%  of  its  population  is  urban,  and  in  terms  of 
personal  per  capita  income,  it  is  11th  among  all  States  in  the  United 
States.     Massachusetts  was  chosen  as  a  study  State  in  part  due  to  its 
tradition  of  very  liberal  social  welfare  policies  which  are  reflected 
in  the  breadth  of  coverage  of  medical  services  available  to  both  the 
categorically  and  the  medically  needy  and  the  relatively  high  pro- 
tected income  levels. 

Massachusetts  was  county-administered  until  1968,  at  which  time 
the  State  took  over  Title  XIX  administrative  responsibilities.  Since 
1968  concerted  attempts  have  been  made  to  upgrade  the  management  of 
the  program.     The  State  has  assumed  all  fiscal  responsibilities  from 
previous  intermediaries  and  has  undertaken  to  develop  electronic  data 
control  systems  for  many  of  the  program  management  functions. 

In  FY  1974  Medicaid  program  costs  totalled  an  approximate 
$560,000,000.     Average  monthly  caseload  including  those  institution- 
alized was  estimated  to  be  332,364,  of  which  126,032  were  medically 
needy.     One- third  of  that  caseload  was  concentrated  in  Boston. 


35 


3.1.3  Maryland 

Maryland  is  a  primarily  urban   (77%  of  the  State  population) 
mid-Atlantic  State  with  the  10th  highest  personal  per  capita  in- 
come in  the  United  States.     Maryland's  Title  XIX  Program  is  imple- 
mented through  a  unique  administrative  structure .     All  policy  is 
set  by  the  Department  of  Health  and  Mental  Hygiene   (DHMH) ,  which  is 
also  responsible  for  all  invoice  processing  and  program  management 
functions.     The  eligibility  policy  set  by  DHMH,  however,  is  im- 
plemented by  the  Department  of  Employment  and  Social  Services   (DESS) , 
the  agency  responsible  for  the  State  public  assistance  program. 
DESS  has  only  recently  begun  to  expand  its  role  beyond  eligibility 
determination.     It  now  has  input  into  DHMH  policy  making. 

In  FY  1974  the  Title  XIX  budget  was  $219,673,000.     In  the  same 
year,  average  monthly  enrollment  was  402,806   (including  institu- 
tionalized), which  represents  9.8%  of  the  State's  population. 
Twenty-nine  percent  of  the  Medicaid  recipient  population  is  medi- 
cally needy. 

Over  one-half  of  Medicaid  enrollees  reside  in  Baltimore  City. 
This  eligible  population  represents  26%  of  the  city's  population. 
This  high  concentration  of  Medicaid  recipients  in  Baltimore  City 
contrasts  with  the  density  in  the  rest  of  the  State,  where  recipi- 
ents represent  only  6%  of  the  population. 

Maryland's  Medicaid  program  offers  a  variety  of  services  in 
its  benefit  package.     There  is  no  differentiation  in  the  benefit 
coverage  for  the  categorically  versus  the  medically  needy.     A  unique 
feature  of  the  Maryland  Medicaid  Program  is  the  existence  of  a  special 
group  of  medically  needy  recipients  called  Mandel's  Indigent.  This 
group  had  been  covered  by  the  pre-Medicaid  State  medical  program. 
Due  to  Medicaid's  lower  eligibility  levels,  these  individuals  were 
technically  ineligible  for  Title  XIX.     Governor  Mandel  enacted  a 
special  provision  to  guarantee  coverage  to  these  previously  ineligible 
recipients.     As  income  levels  for  eligibility  have  risen  over  the  years, 
this  group  has  considerably  diminished. 
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3.1.4  Michigan 

Michigan  represents  a  wealthy  midwestern  State  with  approximately 
three-quarters  of  the  State's  population  living  in  urban  areas.  In  1972 
Michigan  was  12th  in  the  United  States  in  terms  of  personal  per  capita  income. 

All  administrative  and  supervisory  functions  for  the  Michigan 
Title  XIX  Program  are  centralized  in  the  Department  of  Social  Ser- 
vices  (DOSS) ,  which  is  also  the  single  State  agency  responsible  for 
administering  the  cash  assistance  and  social  services  programs.  The 
DOSS  not  only  sets  eligibility  and  benefit  policy,  but  also  is  respon- 
sible for  all  program  management  functions.     In  1973  Michigan  DOSS 
took  over  invoice  processing  and  put  into  place  its  Medical  Management 
Information  System  (MMIS) ,  with  its  prime  data  support  system,  the 
Client  Information  System  (CIS) .     Originally  CIS  was  developed  ex- 
clusively for  Medicaid,  but  now  it  serves  as  a  data  support  and  co- 
ordinator for  all  social  services  programs.     Since  1973  the  develop- 
ment of  efficient,  mechanized  management  systems  has  been  a  high  pri- 
ority in  Title  XIX  Program  administration. 

In  FY  1974  the  Title  XIX  budget  was  $498,620,520.  The  average 
monthly  recipient  population  was  772,300,  of  which  76,635  (18%)  are 
medically  needy  (including  long-term  care  recipients) . 

A  special  feature  of  the  Michigan  program  with  relevance  to  spend- 
down  is  that  applicants  with  excess  income  are  separated  into  three 
distinct  groups,  each  dealt  with  somewhat  differently.  Spend-downers 
with  past  or  impending  hospitalization  are  called  "acute  patient-pay" 
clients.     This  group  can  obtain  care  immediately  if  their  hospital 
bill   (past  or  anticipated)  exceeds  the  spend-down  liability.  The 
spend-down  amount  is  deducted  from  the  hospital  bill,  and  Medicaid 
pays  the  difference.     Clients  in  long-term  care  institutions  are  called 
"long-term  care  patient-pay"  recipients.     This  group  is  considered 
to  be  spend-downers  in  Michigan  since  they  contribute  monthly  amounts 
(their  excess  income)  to  the  cost  of  their  care.     The  third  group  is 
called  the  "in  own  home"  spend-downers.     These  are  the  ambulatory  spend- 
downers  who  must  accrue  expenses  equalling  their  spend-down  at  the  front 
end  of  their  accounting  period  in  order  to  become  eligible  for  benefits. 
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3.1.5  Utah 

Utah  was  the  only  western  State  in  the  sample  of  study  States. 
It  is  a  primarily  urban  State  with  80%  of  its  population  urban. 
Utah  is  relatively  "poor"  as  measured  by  the  personal  per  capita  in- 
come of  its  residents,  which  makes  Utah  36th  in  the  United  States. 

The  Utah  Title  XIX  Program  is  administered  by  the  Utah  Department 
of  Social  Services  which  also  is  responsible  for  the  public  assistance 
and  social  services  programs.     All  administrative  functions  are  highly 
consolidated  at  the  State  level,  with  local  offices  responsible  only 
for  eligibility  determination  and  redeterminations. 

The  Title  XIX  program  is  relatively  small  in  Utah  as  demonstrated 
by  a  FY  1974  budget  of  $31,438,785.     Expenditures  on  the  part  of  medi- 
cally needy  only  in  the  same  year  equalled  $10,004,156,  or  32%  of  the 
total  budget.     In  FY  1974  23,000  clients   (including  those  in  long- 
term  care)  received  services.     Of  these,  5,000  were  medically  needy. 
Cess  than  300  clients  were  spend-downers.     One  of  the  reasons  for  this 
small  medically  needy,  and  especially  spend-down  population,  is  the 
existence  of  comprehensive  assistance  programs  run  by  the  Church  of 
Latter  Day  Saints,  to  which  approximately  72%  of  Utah's  population  belongs 
—     The  unique  feature  of  Utah's  spend-down  program  is  that  the  State 
collects  the  client's  spend-down  amount  in  monthly  installments  over 
the  six  months  of  the  accounting  period.     Thus,  no  providers  are  in- 
volved with  the  collection  of  spend-down  liabilities.  Furthermore, 
since  the  payment/incurment    of  the  spend-down  amount  does  not  occur 
at  the  front  end  of  the  accounting  period  as  in  other  States,  the  recipi- 
ent is  guaranteed  medical  coverage  as  he  spends  down  for  a  full  six 
months.     At  application,  when  a  client  is  identified  as  having  an  ex- 
cess income,  he/she  signs  a  promissory  note  to  the  State,  obligating 
him/herself  to  the  monthly  payments  which  spread  the  excess  income  over 
the  accounting  period.     It  should  be  noted  that  compliance  issues  have 
emerged  regarding  Utah's  approach  to  administering  the  spend-down  pro- 
visions of  Medicaid.     It  has  been  contended  by  the  SRS  Regional  Office 
that  Medicaid  regulations  forbid  the  State  agency  from  collecting  money 
from  recipients  in  order  for  them  to  become  eligible  for  Medicaid. 
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3.2    Eligibility  Levels 

Obviously,  one  of  the  most  important  aspects  of  a  State's  Medi- 
caid program,  as  far  as  spend-down  goes,  is  the  setting  of  a  State's 
protected  income  levels.     The  variety  of  medically  needy  levels  repre- 
sented by  the  five  study  States  and  the  rationales  behind  them  pro- 
vide as  good  a  backdrop  as  any  as  to  how  much  Medicaid,  the  medically 
needy  program,  and  spend-down  can  differ  from  State  to  State. 

The  study  States  showed  variation  in  their  medically  needy  levels 
along  three  major  dimensions  —  the  widths  of  the  medically  needy  bands,"'" 
the  actual  protected  income  levels  relative  to  family  size,  and  the 
rationale  behind  the  levels.     Each  of  these  is  discussed  below. 

The  Widths  of  the  Medically  Needy  Bands  in  the  Study  States 

As  indicated  in  Chapter  2,  States  are  free  to  establish  their  pro- 
tected income  levels  wherever  they  choose,  as  long  as  they  adhere  to 
the  relevant  regulatory  restrictions.     By  definition,  at  a  minimum  the 

medically  needy  level  is  tied  to  the  highest  of  a  State's  payment 

2 

standards.      The  width  of  the  medically  needy  band,  then,  is  determined 
for  a  given  category  by  comparing  it  to  the  cash  assistance  level  for 
that  category.     Table  3.1,  following  this  page,  presents  the  width  of 
the  medically  needy  bands  for  the  various  study  States  in  two  selected 
situations .     The  band  for  each  State  for  an  aged  individual  living  alone 
is  shown  since  the  aged  are  the  major  adult  category;  the  band  is  also 
shown  for  an  AFDC  family  of  three  in  each  State.     This  case  size  gives 
us  the  best  indication  of  the  impact  of  the  protected  income  level  on 
the  situation  of  AFDC  families  since  the  band's  width  in  this  instance 
is  completely  unrelated  to  the  size  of  the  adult  payment  standard. 

Of  the  five  study  States ,  only  Maryland  had  its  protected  income 
level  for  a  one-person  case  as  high  as  permissible;  ironically,  that 


The  concept  of  the  "medically  needy  band"  is  presented  in  Section 
2.3  and  is  fundamental  to  this  discussion. 

245  CFR  248.3(c)  (1)  (ii) . 
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TABLE  3.1 


PERCENTAGE  DIFFERENCE  BETWEEN 
PAYMENT  STANDARD  AND  PROTECTED  INCOME  LEVEL 


STATE 

AGED 
INDIVIDUAL 

AFDC 

3  PERSON  CASE 

Maryland 

-  3% 

(-3%)X 

+26% 

(+33%)1 

Massachusetts 

+11% 

(+17%) 

+23% 

(+33%) 

Michigan 

+10% 

(+18%) 

+10% 

(+33%) 

2 

North  Carolina 

-  4% 

(+10%) 

+14% 

(+33%) 

Utah 

0 

(+23%) 

+17% 

(+33%) 

Percentage  in  parentheses  indicates  the  maximum 
extent  of  difference  that  would  be  allowable, 
i.e.,  that  would  not  exceed  133  1/3%  of  the  com- 
parable AFDC  payment  level. 


"North  Carolina  and  Utah  are  the  only  study  States 
electing  to  use  the  provisions  of  Section  209(b) 
of  P.L.  92-603  which  enable  States  to  set  their 
adult  medical  assistance  standards  at  the  January, 
1972,  level.     As  a  result,  the  SSI  payment  level 
can  be  above  the  medical  assistance  standard 
for  adults. 
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was  still  below  the  minimum  SSI  payment  level  for  an  aged  individual. 
Utah  showed  the  lowest  protected  income  level  for  adults  relative  to 
where  the  level  could  be  set  under  Federal  regulations. 

Two  of  the  States,  North  Carolina  and  Maryland,  had  negative 
bands  for  the  adult  aged  category,  while  in  Utah  there  was  no  differ- 
ence in  the  payment  standard  and  the  protected  income  level .  Only 
Michigan  and  Massachusetts  had  positive  bands. 

Looking  at  the  levels  for  a  three-person  AFDC  case,  none  of  the 
study  States  were  using  the  maximum  allowable  protected  income  level, 
with  Maryland  having  the  widest  band  while  Michigan's  band  is  the 
most  narrow. 

Combining  the  results  of  these  two  versions  of  the  medically 
needy  band  in  each  State,  Maryland  by  far  has  the  widest  band  rela- 
tive to  what  the  band  could  potentially  be,  while  Utah  has  the  most 
restrictive  bands.     Massachusetts  has  the  widest  bands  overall  rela- 
tive to  the  actual  payment  levels,  followed  by  Maryland,  Michigan, 
Utah,  and  North  Carolina  (in  descending  order) . 

As  a  generalization,  in  all  the  study  States  AFDC  bands  were  the 
widest,  while  the  adult  category  bands  were  relatively  much  smaller 
and  even  negative  in  some  instances,  no  doubt  reflecting  the 
overall  higher  payment  levels  enjoyed  by  the  adult  categories.  This 
would  seem  to  suggest  that  there  would  be  relatively  more  spend-downers 
in  the  adult  medically  needy  population  than  in  the  AFDC-related 
medically  needy  population.     Smaller  bands  should  mean  that  fewer 
persons  fall  between  the  payment  level  and  the  protected  income  level; 
therefore,  more  of  them  would  have  to  spend-down. 

One  caveat    should  be  made  before  reaching  any  definite  conclu- 
sions about  the  implications  of  the  medically  needy  bands  in  the  study 
States.     Attention  has  to  be  directed  as  to  whether  or  not  the  State 
payment  level  is  equal  to  its  payment  standard  and/or  its  full  standard. 
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Since  the  potential  size  of  the  bands  for  each  State  is  tied  to 
the  AFDC  payment  level,  it  is  important  to  realize  that  the  actual 
payment  level  can  be  considerably  lower  than  the  payment  standard. 
Even  more  confusing,  the  payment  standard  can  be  less  than  the  full 
standard,  which  is  supposedly  the  amount  necessary  to  meet  basic 
needs.     Table  3.2,  following  this  page,  presents  for  the  study  States 
a  comparison  of  the  various  eligibility  levels  and  standards.     As  the 
exhibit  indicates,  in  July,  1974, Maryland ' s  AFDC  payment  standard  and 
payment  level  are  only  72%  of  the  full  standard.     Consequently,  it 
appears  that  Maryland's  medically  needy  band  is  comparatively  wide; 
but  much  of  the  band  covers  a  range  of  persons  whose  income,  as 
calculated  by  the  State,  is  insufficient  to  meet  their  everyday  needs. 

Similarly,  in  Utah,  the  payment  level  and  standard  are  only 
77%  of  the  full  standard,  which  implies  the  Utah  medically  needy 
band,  in  one  sense,  is  even  narrower  than  originally  calculated. 

Of  the  other  study  States,  Massachusetts,  Michigan,  and  North 
Carolina  have  identical  full  standards,  payment  standards,  and  pay- 
ment levels.     Consequently,  their  protected  income  levels  are  rela- 
tively more  liberal  for  AFDC  families  since  they  are  tied  to  payment 
standards  which  are  consistent  with  the  calculated  "need" . 

As  a  final  observation  regarding  the  width  of  the  medically 
needy  bands  —  if  a  State  has  a  lower  payment  standard  than  its 
full  standard,  then  it  seems  reasonable  that  the  medically  needy 
population  would  be  relatively  larger.     If  the  payment  standard  is 
low,  many  "needy"  people  (as  judged  by  the  full  standard)  would  still 
have  incomes  too  high  for  cash  assistance  and  therefore  could  only  be- 
come eligible  for  medical  assistance  through  the  medically  needy  program. 

If,  in  combination  with  a  low  payment  standard  (compared  to  the 
full  standard) ,  a  State  also  has  a  relatively  low  protected  income 
level,  we  would  expect  there  to  be  a  potentially  large  spend-down 
population  as  a  percentage  of  the  medically  needy  population.  In 
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TABLE  3.2 

ELIGIBILITY  LEVELS  AND  STANDARDS  FOR  AFDC  FAMILY 


OF  FOUR*   IN  STUDY  STATES** 


STATE 

PROTECTED 
INCOME  LEVEL 

PAYMENT 
LEVEL 

PAYMENT 
STANDARD 

FULL 
STANDARD 

Maryland 

$  267 

$  226 

$  226 

$  316 

Massachusetts 

440 

365 

365 

365 

Michigan 

440 

400 

400 

400 

North  Carolina 

233 

184 

184 

184 

Utah 

338 

288 

288 

374 

*    A  family  of  four  is  used  since  full  standard  data 
could  not  be  obtained  for  an  AFDC  family  of 
three  in  each  of  the  study  States. 

**  Sources  for  this  information  are  NCSS  Report 

D-2  (7-74)  for  Maryland,  Massachusetts,  Michigan 
and  North  Carolina.  Utah  data  was  obtained  from 
a  table  in  the  State's  eligibility  manuals  dated 
1/75. 
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these  States,  a  family's  estimated  need  standard  or  full  standard 
can  still  be  above  the  medically  needy  protected  level.     Using  this 
approach,  Utah  and  Maryland  have  a  second  type  of  negative  band  for 
AFDC  cases  which  can  be  seen  by  comparing  the  full  standard  to  the 
protected  income  level. 

Comparing  States '  Actual  Protected  Income  Levels 

Examining  the  actual  protected  income  levels  used  among  the 
States  is  also  significant.     Exhibit  3.1  on  the  following  page  de- 
picts the  protected  income  levels  for  each  of  the  study  States  for 
the  two  case  situations  used  in  the  preceding  discussion.     The  ranges 
found  among  the  study  States  are  particularly  striking.     The  pro- 
tected income  level  for  an  aged  individual  varies  from  $141  a  month 
in  North  Carolina  to  $243  in  Massachusetts.     For  an  AFDC  family  of 
three,  the  same  two  States  establish  the  extremes  of  the  range,  with 
North  Carolina  allowing  $208  for  a  family  of  three,  while  Massachu- 
setts allows  $390  per  month.     The  difference  between  the  two  is  a 
substantial  $182  a  month. 

Obviously,  there  are  cost-of-living  differences  between  the 
study  States ,  but  it  is  important  to  remember  that  States  also 
have  different  criteria  and  approaches  as  to  what  constitutes  "need". 
How  a  State  defines  and  meets  need  can  probably  be  attributed  to 
both  its  philosophical  disposition  to  social  welfare  programs  and 
its  fiscal  ability,  as  well  as  to  any  real  cost-of-living  differentials. 

The  impact  of  the  different  protected  income  levels  between 
States  for  spend-down  is  brought  vividly  into  focus  with  a  simple 
case  illustration.     If  an  aged  individual  with  a  monthly  income 
of  $300  were  eligible  in  every  respect  except  income,  and  had  large 
medical  expenses,  his  spend-down  would  vary  between  North  Carolina 
and  Massachusetts  dramatically.     In  Massachusetts,  since  the  pro- 
tected income  level  is  at  $243  a  month,  the  aged  person  would 
have  a  six  month  spend-down  in  which  he  would  have  to  incur  $342 
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EXHIBIT  3.1 
MONTHLY  PROTECTED  INCOME  LEVEL  FOR  AN 


AGED  INDIVIDUAL  IN  STUDY  STATES 


MONTHLY  PROTECTED  INCOME  LEVEL  FOR  AN 
AFDC  THREE  PERSON  CASE  IN  STUDY  STATES 
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♦Michigan's  protected  income  levels  vary  by  geographic 
area  as  a  result  of  differing  shelter  maximums.  Minimum 
and  maximum  levels  are  shown. 


in  medical  expenses.     In  North  Carolina  that  same  individual's 
spend-down  would  be  $954  —  a  difference  of  over  $600. 

With  an  AFDC  case,  the  range  is  even  more  striking.     If  a 
family  of  three  had  income  of  $400  a  month  in  Massachusetts,  their 
six  month  excess  income  or  spend-down  would  be  $60,  while  in  North 
Carolina  it  would  be  $1,152. 

Establishing  the  Protected  Income  Levels 

As  a  final  word  about  the  protected  income  levels  among  the 
study  States ,  it  is  interesting  to  examine  how  States  go  about  es- 
tablishing their  medically  needy  levels.     Three  of  the  States, 
Michigan,  Utah  and  Maryland,  have  State  laws  which  automatically 
set  the  protected  income  level  relative  to  other  payment  standards. 
Michigan,  for  example,  required  (at  the  time  of  the  study)  that 
the  medically  needy  level  be  at  110%  of  the  AFDC  or  SSI  payment 
standard  —  whichever  was  higher.     The  State  has  plans  to  increase 
the  percentage  each  year  so  that  eventually  they  will  be  at  the 
133  1/3%  of  the  AFDC  maximum  level. 

Maryland  by  State  law  has  set  its  medically  needy  level  for 
one  and  two  person  cases  at  the  maximum  allowable.     A  major  reason 
behind  this  high  standard  seems  to  have  been  to  maintain  the  eli- 
gibility level  of  a  pre-Medicaid  State-supported  medical  assistance 
program  ("Mandel's  Indigent",  as  the  program  is  called  in  the  State). 
More  detail  on  this  can  be  found  in  the  Maryland  case  study. 

Utah,  by  State  law,  sets  its  one-  and  two-person  medically  needy 
level  at  the  SSI  payment  standard,  although  Medicaid  eligibility  is 
not  automatic  for  SSI  recipients.     The  AFDC  levels  for  larger  cases 
are  adjusted  so  that  there  is  an  increase  according  to  family  size; 
however,  they  are  not  at  the  maximum  level.     In  Utah,  there  is  never 
a  positive  band  for  the  adult  categories. 

Massachusetts,  probably  the  study  State  with  the  most  liberal 
disposition,  has  no  set  process  for  determining  its  medically  needy 
level.     Interestingly,  at  the  time  of  this  study  Massachusetts' 
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levels  for  one  and  two  person  cases  were  out  of  compliance  with 
Federal  regulations.     The  payment  standard  for  the  blind  ($298 
for  one  blind  person,  $594  for  a  two-person  blind  case)   in  Massa- 
chusetts was  so  high  relative  to  the  other  categories  that  the  State 
was  fighting  against  having  to  peg  its  medically  needy  level  accord- 
ing to  it.     In  any  event,  Massachusetts  has  no  fixed  procedure  for 
establishing  its  medically  needy  level. 

Finally,  North  Carolina  has  not  changed  its  medically  needy 
level  since  it  instituted  Medicaid  in  1970.     Ironically,  it  started 
out  with  the  most  liberal  level  —  133  1/3%  of  the  AFDC  payment 
level,     However,  fiscal  constraints  within  the  State  have  caused 
the  medically  needy  band  to  erode  over  the  years  and  the  State 
appears  to  have  no  intention  of  readjusting  the  medically  needy 
levels . 

To  summarize,  the  significance  of  the  medically  needy  protected 
income  levels  among  the  study  States  for  spend-down  is  great.  The 
size  of  the  medically  needy  bands  varied  considerably  among  the 
study  States  and  among  categories ,  thus  potentially  impacting  the 
sizes  of  the  spend-down  population.     Equally  important,  the  actual 
protected  income  levels  varied  considerably  among  the  States,  to 
an  extent  which  cannot  be  fully  attributed  to  cost-of-living  dif- 
ferentials.   This  means  that  the  levels  to  which  an  applicant  must 
spend-down  his  excess  income  are  not  really  comparable  among  the 
study  States.    As  will  become  mere  evident,  this  is  but  one  among 
several  factors  which  make  it  exceedingly  difficult  to  compare 
State  spend-down  programs,  or  perhaps  State  Medicaid  programs  at 
all. 
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3.3    Administrative  Functions  Significant  to  Spend^-Down 


All  of  the  study  States  acknowledged  that  spend-down  was  an  im- 
portant dimension  to  their  Medicaid  programs  and  that  the  spend-down 
concept  was  fundamental  to   equalizing  Medicaid  eligibility.  However, 
all  of  the  study  States  also  concurred  that  the  administration  of  spend- 
down  within  the  Medicaid  system  presents  difficulties.     None  of  the 
difficulties  identified  are  of  a  magnitude  that  would  indicate  the  spend- 
down  program  is  administratively  infeasible;  nevertheless,  there  are 
implementation  areas  in  which  States  are  experiencing  real  problems. 

Areas  key  to  spend-down  implementation  were  identified  prior  to 
the  field  visits  to  the  study  States.     By  focusing  on  these  areas,  it 
seemed  more  likely  that  cross-State  comparisons  would  be  possible  and 
an  assessment  of  the  integration  of  spend-down  into  the  Medicaid  pro- 
gram could  be  made. 

Outlined  below  are  nine  areas  relevant  to  spend-down  administration 
which  were  reviewed  for  each  State  Medicaid  program: 

•  Eligibility  Determination.     Are  spend-downer  ap- 
plications handled  differently  from  other  Medicaid 
applications?    What  problems  are  introducted  into 
the  application  process  by  spend-down  requirements? 
How  much  "screening"  at  intake  occurs  with  potential 
spend-downers?    Does  variation  occur  with  regard  to 
"allowable"  spend-down  expenses?    Do  applicants  have 
difficulty  understanding  spend-down  requirements? 

•  Payment  vs.  Incurment  of  Liability.     Are  spend-down 
applicants  being  required  to  present  paid  medical 
bills  in  order  to  successfully  spend-down?    Do  any 
applicants  have  problems  receiving  credit  so  that 
they  can  incur  medical  bills? 

•  Assignment  of  Spend-down  Liability.     What  criteria 
are  used  for  deciding  which  provider  is  assigned 
spend-down  liability?    Is  assignment  chronological? 
Does  it  follow  the  priorities  outlined  in  the  Federal 
regulations?     Is  the  liability  typically  distributed 
across  several  providers  or  assigned  to  as  few  as 
possible?    What  problems  result  in  assigning  the 
liability? 
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«  Collection  of  Spend-down  Liability.     Who  is  responsible 
for  spend-down  collection?    Do  providers  actually  col- 
lect the  spend-down?    What  happens  when  spend-downs 
are  not  collected? 

•  Retroactive  Eligibility.     How  is  retroactivity 
handled  with  the  spend-down  case?     Does  the  "in- 
hand"  income  concept  make  any  difference  for 
retroactive  spend-down  cases? 

•  Claims  Processing.     Do  spend-down  cases  present  any 
problems  with  regard  to  processing  Medicaid  claims? 
How  is  the  State  sure  that  it  is  not  being  charged 
for  the  spend-down  liability?    Do  eligibility  dates 
get  confusing  for  spend-downers? 

•  Interface  with  Third  Party  Insurance.  What  infor- 
mation does  the  State  collect  on  third  party  in- 
surance coverage?    What  happens  when  it  appears 
that  the  spend-down  liability  may  be  eventually 
covered  by  third  party  health  insurance?    What  does 
the  State  do  to  avoid  payment  duplication  when  insur- 
ance is  involved?    How  successful  have  States  been  in 
collecting  insurance  for  spend-down  cases? 

•  Redeterminations  for  Spend-Down  Cases.     Are  spend- 
down  cases  automatically  terminated,  or  is  redeter- 
mination a  regular  process  for  spend-downers,  simi- 
lar to  that  used  for  other  Medicaid  recipients? 

•  Explanatory  Materials  for  Staff,  Applicants,  Recipients, 
and  Providers.     Are  there  available  for  all  involved 
clear  instructions  on  spend-down  procedures?  Have 
public  information  efforts  been  undertaken  on 
Medicaid  which  include  snend-down? 

Each  is  discussed  in  detail  in  the  following  pages. 
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3.3.1    Eligibility  Determination 

The  eligibility  determination  process  for  spend-downers  re- 
plicates that  used  for  medically  needy  applicants,  except  that  it 
goes  several  steps  further.     Those  steps  are  the  process  of  accumu- 
lating adequate  medical  expenses  to  equal  one's  excess  income: 
i.e.,  the  process  of  spending  down.     In  every  local  office  visited 
in  each  of  the  five  study  States,  this  extra  spend-down  process 
made  handling  spend-down  cases  quantitatively  more  time-consuming 
and  qualitatively  more  difficult  for  eligibility  workers. 

Spend-down  cases  are  more  time-consuming  for  two  reasons  con- 
sistently evident  in  all  five  study  States,     Workers  claimed  that 
spend-downs,  as  a  population,  tend  to  have  higher  income,  more  re- 
sources, and  are  more  likely  to  carry  health  insurance  than  other 
cases.     Therefore,  there  are  more  items  of  information  to  collect, 
more  to  verify  and  more  computations  to  make.    Additionally,  fulfill- 
ment of  the  spend-down  must  be  followed  and  documented.     This  explains 
the  increased  burden  of  processing  spend-down  applications. 

The  issue  of  why  spend-down  applications  are  more  "confusing" 
and  difficult  is,  on  the  other  hand,  the  probable  result  of  the  more 
variable,  less  clear-cut  nature  of  most  spend-down  applications. 
Processing  a  spend-down  application  requires  the  exercise  of  more 
judgment  and  discretion  on  the  part  of  the  worker.     This  is  largely 
due  to  the  lack  of  precise  rules  and  regulations  regarding  each  step 
in  the  spend-down  eligibility  determination  process. 

Three  particular  stages  in  the  eligibility  determination 
process  seem  to  present  problems  for  potential  spend-down  cases. 
These  include: 

•  Screening  procedures; 

•  The  deduction  of  "legitimate  medical  expenses"  to 
fulfill  the  spend-down;  and 

•  The  explanation  of  spend-down  eligibility  require- 
ments . 
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Each  of  these  areas  relevant  to  the  eligibility  determination  is  dis- 
cussed below. 

Screening  Procedures 

Eligibility  determination  of  a  spend-down  application  begins, 
as  it  does  with  all  other  applicants,  with  verification  of  categor- 
ical relatedness  and  income  and  resource  calculation.     While  spend- 
down  applicants  must  meet  the  resource  requirements,  their  income 
is,  by  definition,  in  excess  of  the  medically  needy  protected  income 
level. 

Significantly,  local  offices  in  all  five  of  the  States  have 
instituted  screening  procedures ,  either  formal  or  informal ,  that 
are  designed  to  filter  out  applicants  with  extremely  large  excess 
incomes.     In  one  office  in  Massachusetts,  for  instance,  if  excess 
income  is  greater  than  $100,  the  completion  of  a  Medicaid  applica- 
tion is  discouraged.     While  at  most  other  local  offices  visited  no 
such  overt  arbitrary  policy  was  followed,  all  workers  did  attest 
to  the  fact  that  spend-down  applicants  having  large  liabilities 
usually  failed  to  incur  expenses  sufficient  to  attain  eligibility. 
Because  of  the  habitually  excessive  case/worker  ratio  and  the  time 
needed  for  every  eligibility  determination,  it  is  not  surprising 
that,  in  many  instances,  workers  indicate  they  screen  out  applicants 
who  do  not  seem  likely  to  ever  attain  eligibility. 

Another  informal  screening  procedure  which  is  crucial  to  the 
completion  of  a  spend-down  application  was  used  in  most  of  the  local 
offices  visited.     Once  it  is  determined  that  an  applicant  has  ex- 
cess income,  it  is  important  to  find  out  if  he/she  has  past,  present, 
or  future  medical  expenses  which  are  likely  to  amount  to  his  excess 
income  so  that  eligibility  for  Medicaid  can  be  attained.  Ascertain- 
ing the  "adequacy"  of  medical  expenses  at  this  preliminary  stage  is 
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left  entirely  to  the  individual  case  worker.     It  was  found  at 
local  offices  in  all  the  study  States  that  prior  to  embarking 
on  the  spend-down  eligibility  determination  procedures,  a  worker 
must  be  convinced  that  there  is  a  legitimate  medical  need  necessitat- 
ing application  which  might  equal  in  expense  the  amount  of  excess 
income.     If  there  is  not  such  an  indication,  applicants  are  dis- 
couraged from  pursuing  the  application  process  further. 

This  latter  screening  procedure  is  significant  in  that  it  is  in- 
dicative of  the  intent  of  most  State  spend-down  programs.  Spend-down 
is  not  administered  as  an  insurance  type  of  program  protecting  the 
applicant  from  potential  medical  need.     Rather,  it  is  more  directed 
towards  covering  the  extraordinary  emergency  need.     Only  in  North 
Carolina  were  procedures  designed  to  encourage  almost  all  potential 
spend-down  applicants  and  thereby  to  serve  the  insurance  function.* 
In  North  Carolina  workers  indicated  that  until  recently  potential 
spend-down  applicants   (particularly  in  the  adult  categories)  were 
encouraged  to  complete  a  Medicaid  application  even  if  there  was 
little  assurance  that  the  excess  would  be  met.     The  entire  eligibi- 
lity process  was  completed  (including  entering  the  recipient  as 
certified,  but  not  yet  eligible,  on  the  State  ADP  file)  just  "in 
case"  a  recipient  incurred  medical  expenses,  met  his  spend-down, 
and  thus  became  eligible  for  Medicaid. 

However,  this  policy  was  discontinued  when  it  was  found  that 
it  created  an  undue  administrative  burden  with  limited  real  benefit. 
Records  revealed  that  many  potential  spend-downers  went  through  the 
certification  process  regularly  twice  a  year  but  actually  never  met 
their  spend-downs. 


In  Utah,  procedures  were  similarly  encouraging  as  long  as  the  de- 
clared medical  expenses  convinced  the  case  Worker  of  a  large  enough 
projected  medical  need  that  was  greater  than  the  six  month  excess 
income  amount. 
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Screening  procedures  then  seem  to  have  the  greatest  impact  on 
potential  Medicaid  applicants  with  large  excess  incomes  and  those 
potential  spend-downers  whose  medical  need  is  not  immediate. 

Deduction  of  "Legitimate  Medical  Expenses"  to  Meet  Spend-down 

There  is  wide  divergence  between  and  even  within  States  on 
how  the  deductions  from  excess  income  are  handled.     The  disparities 
occur  primarily  as  to  what  expenses  are  allowable  deductions. 

All  five  States  supposedly  follow  the  regulations  by  requiring 
deduction  of  first,  medical  insurance  premiums;   second,  medical  or 
remedial  care  not  covered  under  Medicaid  (yet  recognized  by  State 
law);  and  last,  Medicaid-covered  medical  expenses. ^    However,  prior- 
itization is  rarely  adhered  to  and  "allowable"  non-covered  medical 
expenses  are  usually  variably  defined.     In  North  Carolina,  for  ex- 
ample,  "legitimate"  medical  expenses  were  defined  differently  in 
each  local  office  visited,   since  what  was  "legitimate"  was  largely 
left  to  workers'  discretion.     Some  workers  would  count  transportation 
back  and  forth  to  the  doctor  as  a  legitimate  health  expense  while 
others  would  not.     For  example,  one  worker  counted  a  recipient's  pur- 
chase of  cranberry  juice  (on  his  doctor's  orders)  as  an  expense; 
others  would  only  count  bills  from  more  traditional  medical  providers. 

To  avoid  such  disparities,  Maryland  has  enforced  a  verification 
procedure  to  legitimize  spend-down  related  expenses.  Sixty-eight 
different  forms,  all  of  which  must  be  signed  by  doctors,  are  avail- 
able to  document  medical  expenses.     Michigan  has  approached  the 


For  discussions  of  deductions  in  each  State,  refer  to  the  follow- 
ing pages  in  the  case  studies:     Massachusetts,  p.  18  ff.;  Maryland, 
p.  31  ff.;  Michigan,  p.  24  ff.;  North  Carolina,  p.  27  ff.;  Utah, 
p.  39  ff. 
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problem  differently.     A  precise  definition  of  "allowable"  expenses 
is  waived  in  lieu  of  tight  controls  on  whether  the  expense  is  paid 
or  incurred.     For  "in-own-home"  spend-downers ,  all  medical  expenses 
must  be  substantiated:     non-Medicaid-covered  expenses  can  be  in- 
curred, while  Medicaid  covered  expenses  must  be  paid  in  order  to 
be  deducted. 

In  Utah,  all  projected  medical  expenses  must  be  declared  at 
application,  but  again,  what  is  a  legitimate  expense  is  left  to 
workers'  discretion.     Another  example  of  the  variation  on  this  issue 
is  seen  in  Massachusetts  concerning  whose  expenses  are  considered 
legitimate  for  deduction.     In  Massachusetts,  according  to  local  staff, 
medical  care  expenses  for  ineligible  family  members  in  a  spend-down 
case  are  considered  allowable  expenses  for  deductions. 

This  area  of  policy  flexibility  bears  important  implications  for 
the  spend-down  population  as  a  whole.     Since  the  process  of  spending 
down  is  basically  the  process  of  accumulating  enough  medically- 
related  expenses  to  equal  one's  excess  income,  what  expenses  are 
allowed  is  of  critical  importance.     In  effect,  the  fact  that  some 
States  and  counties  count  certain  expenses  as  legitimate  and  deduct 
them  from  excess  income  while  others  do  not,  means  that  in  some  places 
it  may  be  easier  to  spend-down  than  others.     This  clearly  influences 
who  the  spend-downers  are,  and  thus  ultimately  who  attains  eligibility 
for  Medicaid  benefits.     In  Maryland,  therefore,  the  spend-downers  are 
likely  to  be  a  more  seriously  ill  population  since  their  expenses 
must  be  approved  by  a  physician  as  compared  with  spend-downers  in 
Massachusetts  who  can  retire  their  excess  income  on  the  medical  ex- 
penses of  an  ineligible  family  member. 

The  Explanation  of  Spend-down  Eligibility  Requirements 

The  third  area  of  considerable  variation  between  and  within 
States  is  how  the  process  of  accumulating  deductible  medical  expenses 
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is  explained  and  handled  with  applicants .     Until  the  spend-down  is 
met,  the  case  is  clearly  ineligible.'''    How  ineligibility  and  the  re- 
quirements of  attaining  eligibility  are  conveyed  to  the  client  is  of 
obvious  import  to  whether  the  spend-down  will  in  reality  be  fulfilled. 

For  example,  in  the  Boston,  Massachusetts,  of f ice  a  letter  is 
sent  out  to  applicants  with  excess  income  which  states  that  their 
application  has  not  been  approved  and  then  gives  a  complicated  and 
lengthy  explanation  of  the  procedures  required  to  reverse  this  de- 
cision.   A  copy  of  the  letter  is  shown  in  Exhibit  3.2.     In  contrast, 
the  Lynn,  Massachusetts,  office  sends  a  letter  to  similar  excess  in- 
come applicants  stating  they  are  eligible ,  but  that  they  will  not 
receive  an  eligibility  card  until  they  spend-down.     The  necessary 

2 

process  is  simply  described.     This  letter  is  given  in  Exhibit  3.3. 

Similarly,  a  variety  of  styles  can  be  seen  in  the  extensiveness 
of  explanations  the  case  workers  give  spend-down  applicants  regard- 
ing what  is  required  of  them  in  order  to  obtain  a  Medicaid  card.  In 
Boston,  Massachusetts,  for  example,  much  or  all  of  the  application 
procedure  is  completed  by  mail.     The  burden  of  understanding  require- 
ments and  of  accurately  fulfilling  the  spend-down  rests  primarily 
on  the  applicant.     The  spend-down  success  rate  turns  out  to  be  low, 
as  exemplified  by  an  estimated  thirty-five  active  spend-down  recipi- 
ents at  the  time  of  the  site  visit.     While  in  North  Carolina  the  State 
does  not  prescribe  any  policy  on  how  much  should  be  explained  and 
how  monitoring  the  fulfillment  of  the  spend-down  should  be  handled 
by  case  workers,  local  offices  have  used  initiative  and  have  developed 
special  "Spend-down  Allocation  Cards"  which  are  aids  to  recipients  in 


"This  is  true  in  all  five  States  except  Utah  where  the  client  is 
eligible  as  soon  as  he  signs  his  promissory  note. 

2 

This  is  more  fully  described  in  the  Massachusetts  Case  Study, 
p.  45  ff. 


55 


Dear 


This  is  to  notify  you  that  your  application  for  Medical  Assistance  has  not 
been  approved,  because  you  have  income  in  excess  of  allowable  limits.  However, 
if  in  the  six  month  period  beginning  with  the  date  of  your  first  medical  service 

you  incur  medical  expenses  of  $  ,  you  will  then  be  eligible  to  have 

medical  bill3  which  exceed  this  amount  paid  in  accordance  with  the  provisions  of 
the  Department's  Medical  Care  Plan. 

In  other  words,  for  the  six  month  period  you  are  responsible  for  the  payment  of 
medical  bills  up  to  the  amount  stated  above,  and  the  Department  in  accordance 
with  provisions  of  its  Medical  Care  Plan,  will  be  responsible  for  the  payment 
of  medical  bills  in  excess  of  that  amount. 

In  order  to  become  eligible  for  payment  of  bills  in  excess  of  the  required 
amount,  the  bills  or  receipts  for  medical  care  or  medical  services  which  equal 
or  exceed  the  amount  stated  above  must  be  presented  to  this  office.    These  bills 
or  receipts  must  be  for  medical  care  or  services  received  only  during  the  six 
month  period  beginning  on  the  date  of  service  of  the  first  medical  bill. 

If  you  present  the  bills  and  are  found  to  be  eligible,  you  will  initially  be 
given  a  temporary  letter  of  eligibility  to  present  to  medical  vendors.    You  will 
be  notified  two  weeks  prior  to  the  end  of  your  period  of  eligibility  that  your 
eligibility  must  be  redetermined  by  this  office. 

Please  contact  this  office  if  you  have  any  questions  regarding  your  eligibility. 
If  you  disagree  with  this  decision,  you  have  the  right  to  appeal.    You  may  do  so 
by  contacting  this  office  and  asking  for  an  appeal  form  requesting  a  fair  hearing 
or  a  review  without  a  hearing.    You  must  file  this  appeal  within  60  days  of  this 
notice. 

Please  be  advised  that  this  is  an  important  document  and  should  be  carried  on  your 
person  at  all  times. 


Region  Code  Office  Code  Category  Code  Social  Security  Number 

Very  truly  yours, 


NFL  #3 
Rev.  12-73 
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WELFARE  SERVICE  OFFICE 


EXHIBIT  3.3 


TEE  COMMONWEALTH  OF  MASSACHUSETTS 
DEPARTMENT  OF  PUBLIC  WELFARE 

GREATER  LYNN  COMMUNITY  SERVICE  CENTER 
1  Washington  Square,  Lynn  01002 


Date: 

line : 


Idress : 


Lty : 


=ar 

We  have  processed  your  application  for  MEDICAID  and  find  you  eligible 

Lth  excess  income  cf  $  a  month  or  $  for  a  six  month 

2riod. 

Before  we  can  issue  a  "Medicaid  Eligibility  Card,"  you  must  submit  bills 
id/or  receipts  to  this  office  totalling  your  excess  of  $  . 

If  you  disagree  with  this  decision,  you  have  the  right  to  a  fair  hearing 
sfore  a  referee  of  the  Department  of  Public  Welfare.     You  may  do  so  by  con- 
acting  this  office  and  asking  for  an  appeal  form  requesting  a  fair  hearing 
c  a  reveiw  without  a  hearing.     You  must  file  this  appeal  within  60  days  of 
lis  notice. 


 ;   Thomas  H.  Spirito,  Director 

Social  Worker  Greater  Lynn  Community  Service  Center 
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documenting  their  medical  expenditures.     Michigan  has  developed  a 
variety  of  forms  used  statewide  to  be  completed  by  medical  providers 
to  verify  medical  needs,  and  by  eligibility  workers  to  keep  track  of 
the  stepwise  fulfillment  of  the  spend-down  process.     Thus  the  burden 
of  documentation  is  removed  from  the  client  and  centralized  in  the 
hands  of  the  case  worker. 

Contrasting  styles  in  handling  spend-down  cases  are  seen  also 
in  the  matter  of  how  much  information  is  required  by  the  State  to  be 
disseminated  to  spend-down  applicants  by  case  workers.     Some  States 
only  require  the  legalities  to  be  reviewed;  i.e.,  penalties  for 
fraud  and  rights  to  fair  hearings.     Other  States  require  workers  to 
explain  all  the  requirements  and  procedures  of  spend-down  to  the  ap- 
plicant, to  warn  him/her  of  the  six-month  accounting  period,  and  of 
redetermination  procedures,  etc.     The  most  obvious  example  of  the  ex- 
treme in  not  disseminating  useful  information  is  again  the  Boston  re- 
jection letter  and  the  handling  of  most  spend-down  applications  by 
mail  there.    However,  with  the  exception  of  the  Boston  office,  most 
eligibility  workers  in  all  States  were  found  to  provide  clients  with 
considerable  explanations.    This  in  fact  constituted  the  single  most 
time-consuming  cask  for  workers.     Clients  have  difficulty  comprehend- 
ing what  steps  they  must  take  to  become  eligible  for  a  Medicaid  card, 
which  is  understandable  since  procedures  are  complex  and  exact  legi- 
timate deductible  expenses  are  not  well  defined,  as  discussed  previous 

However,  it  is  interesting  that  no  study  State  had  found  it 
necessary  to  develop  simple  instructional  materials  for  distribution 
to  spend-downers  to  tell  them  exactly  how  to  fulfill  their  spend-down 
liability,  although  that  would  seem  to  be  a  cost-effective  solution 
to  reduce  the  added  burden  on  case  workers  that  spend-down  represents . 
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3.3.2    Payment  vs.   Incurment  of  Spend-down  Liability 


As  discussed  in  the  previous  section,  what  expenses  are  allowed 
to  be. used  in  the  fulfillment  of  spend-down  liability  is  a  matter  of 
variable  interpretation  by  the  State,  the  local  office,  and  often, 
the  case  worker.     This  results  in  variable  "ease"  with  which  one  can 
actually  spend-down  and  obtain  a  Medicaid  card.     Yet  another  issue 
perpetuates  this  variable  "ease",  and  it  is  the  issue  of  payment 
versus  incurment  of  the  spend-down  liability. 

Federal  regulations  stipulate  that  medical  expenses  accumulated 
for  deduction  from  excess  income  can  be  merely  incurred  for  subsequent 
payment.     This  policy  is  designed  to  speed  the  spend-down  applicant 
toward  eligibility,  so  that  his/her  medical  expenses  above  and  beyond 
the  spend-down  liability  can  be  paid  by  Medicaid.     Incurment  thus 
promotes  rapid  access  to  needed  medical  care.     This  policy  recognizes 
that  a  person  with  limited  income  will  be  hard  pressed  to  pay  off  six 
months '  worth  of  excess  income  in  a  short  period  of  time  in  order  to 
take  fullest  advantage  of  the  six  month  accounting  period.  Spend-down 
can  represent  a  significant  cash  flow  problem  for  the  client.  There- 
fore, the  incurment  principle  allows  verification  of  medical  need 
(by  providing  the  proof  of  an  unpaid  invoice,  for  example)  and  yet 
allows  payment  over  a  longer  period  of  time  arranged  traditionally 
with  the  provider  through  a  deferred  payment  schedule.     State  policies 
uniformly  stipulate  that  with  documentation  of  incurred  medical  ex- 
penses, the  spend-down  liability  can  be  considered  to  be  legiti- 
mately met,  and  the  recipient  can  be  made  eligible  for  a  Medicaid  card. 

However,  in  actuality,  this  incurment  vs.  payment  issue  consti- 
tutes the  single  most  difficult  spend-down-related  policy  to  imple- 
ment in  all  States  and  is  the  question  around  which  a  large  number 
of  contingency  regulations  have  been  developed.     As  it  stands  at  the 
present  time,  whether  an  expense  is  paid  or  incurred  depends  on  (1) 
the  type  of  spend-down  case  (acute  hospital  or  long-term  care  admission 
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vs.  a  community  medical  services  consumer)  or  the  type  of  expenses, 
and/or  (2)  when  the  expenses  were  incurred.     Each  of  these  will  be 
addressed  in  turn  in  the  following  paragraphs,  as  well  as  the  "cash 
flow"  problem  and  the  Utah  approach  to  this  issue. 

The  Type  of  Spend-down  Case 

In  Massachusetts,  North  Carolina,  and  Utah,  the  issue  of  incur - 
ment  versus  payment  of  the  spend-down  liability  is  not  affected  by 
the  types  of  spend-down  cases;  however,  in  both  Michigan  and  Mary- 
land the  handling  and  processing  of  spend-down  cases  varies  accord- 
ing to  the  medical  need  of  the  applicant.     In  Michigan  different 
categories  of  spend-down  applicants  are  referred  to  with  specific 
names:     "acute  patient  pay"  for  those  with  impending  (or  past)  hos- 
pital expenses;  "long-term  patient  pay"  for  those  admitted  into  a 
long-term  care  institution;   "in  own  home  spend-down"  if  the  spend- 
down  expenses  required  for  fulfilling  the  liability  will  be  accumu- 

i  ,  wv 

lated  from  community  providers. 

In  both  Michigan  and  Maryland  the  acute  patient  pay  and  long- 
term  care  patient  pay  applicants  are  made  eligible  immediately  upon 
presentation  of  proof  of  their  medical  needs  whether  past  or  future. 
(Both  States  have  developed  forms  used  statewide  that  document  the 
need  and  verify  it  with  physicians/providers*  signatures  (cf.  Exhibit 
3.4  for  an  example).     The  patient's  liability  is  assigned  to  a  por- 
tion of  the  bill  in  the  acute  hospital  case  or  the  monthly  excess  of 
long-term  care  costs. 

In  contrast,  the  "in -own-home"  spend-down  applicant,  using 
Michigan's  terminology  (i.e.,  the  ambulatory  spend-down),  is  denied 
Medicaid  eligibility  conditionally  and  is  told  to  return  with  medical 
bills  equalling  the  spend-down.     However,  medical  expenses  which  would 
be  covered  under  Medicaid  must  be  paid  by  the  "in-own-home"  spend- 
downer  while  non-Medicaid  covered  expenses  may  be  incurred.  Pre- 
sumably this  procedure  is  necessary  in  order  to  avoid  payment  dupli- 


Please  refer  to  Michigan  Case  Study,  p.  77  ff.  for  complete 
description  of  these  various  categories  of  spend-downs . 
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EXHIBIT  3.4 


puX  NUMBER 

*        L.  vj  LJ  S—  NAmb 

13 

Sox  Code 

_               *g*fc»  <<^>k      ■#>  ..>•'( 

0  =  Male        1  =  Femal©  .  "  

1  14 

"  '  / ' 

Referral  Code      -  •*■■'          ^  - 

1  —  Emergency  room       2  =  Outpatient  department     3  =  Private  physician 
4  =  Another  hospital    5  =  Extended  Care  Facility    6  =  Rehabilitation  Center 
7  =  Psychiatric  facility     8  =  Other  s 

|— Ti  

1  ~ 

Service  UniKCode                 -  \ 

1  =  Medical     2  =  Surgical     3  =  Obstetrical       4  =  Pediatric     5  =  Other 

16 

Emergent  Condition  Code 

1  =  Emergency               2  -  Non-emergency 

Injury  Code  '        -          . -  ; 

1  =  Not  an  accident        ?.=  Accident 

18 

1 

Resources  Code 

1  =  Self/Family^    2  -  Private  \nsurance     3  =  Blue  Cross/Blue  Shield 
4  =  Employer/Union      5  =  Workmen's  Compensation  -     6  =  Medicare 
7  =  DSCC  (Division  of  Services  to  Crippled  Children)     8  =  Other 

INPATIENT  HOSPITAL  ADMISSION  NOTICE 


1.  PROVIDER'S  NAME  ANO  CITY  - 

2.  ATTENDING  PHYSICIAN'S  NAME 

v3.  ID  NUMBER 
^P^ 

4.  PATIENT'S  NAME  (LAST.F  IRST.MIOOLE  INITIAL) 

5.  RECIPIENT  10  NO. 

0.  BIRTH  DATE 

7.  ADMISSION  DATE 

8.  24  HOUR 

AD  MISSION  TIME 

9.  HOSP.  CASE  NO. 

\  . 
> 

■O.  PATIENT'S  ADDRESS  (NUMBER,  STREET  ANO  CITTJ 

il 

II.  STATE 

12.  ZIP  COOE 

Is.  sex  cooe  - 

14. REFERRAL  COOE            ....  «- 

13.SERV.  UNIT  CO. 

IS.  EMERGENT  CONDITION 

f 

COOE 

17.  INJURY  CD. 

1 8. RESOURCES  CO. 

19.  PERSON  RESPONSIBLE  FOR  PATIENT  - 

20.  ADDRESS  (NUMBER,  STREET  ANO  CITY!    '       •■- • 

21  .  STATE 

22.  ZIP  COOE 

23.  PHONE  NO.  . 

£l .  PRIMARY  ADMITTING  DIAGNOSIS 

23.  SECONDARY  ADMITTING  DIAGNOSIS 

28.  PRIMARY  CONTEMPLATED  SURGICAL  PROCEDURE 


PATIENT'S  CERTIFICATION 


I  CERTIFY  THAT  THE  INFORMATION  FURNISHED  BY  ME  IN  APPLYING  FOR  HOSPITAL  SERVICES  UNDER  PUBLIC  ACT  321,  196ft  IS  CORRECT."  FURTHER  I  DECLAff* 
ANO  HEREBY  AFFIRM-  THAT  t  HAVE  FULLY  DISCLOSED  TO  THE  HOSPITAL  THE  NAMES  ANO  ADDRESSES  OF  ALL  PARTIES  LIABLE  OK  WHO  MAY  BC  LIABLE  IN  WHOLE 
OR  PART  FOR  PAYMENT  OF  THESE  HOSPITAL  SERVICES.    BY  ACCEPTING  THESE  SERVICES  I  AUTHORIZE  THE  HOSPITAL  TO  RELEASE  ALL  NECESSARY  INFORMATION 
AND  RECORDS  FOH  PURPOSES  OF  DETERMINING  THE*  RESPECT  IVE  LIABILITY  ANO/OR  LIABILITIES  OF  ALL  PARTIES  RESPONSIBLE  IN  WHOLE  OR  PA«Y  FOR  THE 
PAYMENT  OF  THESE  HOSPITAL  SERVICES.    I  HEREBY  AUTHORIZE  ANO  ASSIGN  OIRECTLY  TO  THE  ABOVE  NAMED  HOSPITAL  ANY  AND  ALL.  BENEFITS  I  MAY  BE  EN- 
TITLED TO  ANO  OTHERWISE  PAYABLE  TO  ME  FOR  THIS  PERIOD  OF  HOSPITALIZATION.    (SIGNATURE  BY  MARK  MUST  BC,  WITNESSED. I 
PATIENT  OR'  *-       V.  WITNESS      V.  V 

AUTHORIZED         S&>  .  r.  ,  IF  9l«tlCD  BW  .*  *.'"■>'.'  . 

REPRESENTATIVE  ^  '.7  »  '       -  -       '•'  '  BY  MARK'     r  *  ':•„'"'  '  •»*  :N  *. 


-i 


i 


28.  THIS  AREA  FOR  SOCIAL.  SERVICE  OR  DSCC  USE 


EL.IGiBIL.ITY 


i    |  APPROVED  OR 
ACTIVE 

PI  DENIED 


REMARKS: 


1 


BIL.L.ING-  INFORMATION 


ELIGIBLE  PERSON 


RECIPIENT  ID  NO. 


PATIENT  PAY  AMOUNT 


3RD.  PARTY  LIABILITY 


WORKER  NO. 


cation  problems.     However,  since  States'  Medicaid  benefit  packages 
cover  so  many  expenses,  this  means  that  spend-down  expenses  must 
usually  be  paid.     As  a  result,  incurment  of  spend-down  expenses  rare- 
ly occurs  for  the  ambulatory  spend-down  applicant  in  States  using 
this  approach. 

When  Expenses  Are  Incurred 

The  uncertainty  and  complexities  of  the  incurment/payment  issue 
have  caused  a  second  problem  —  the  setting  of  eligibility  periods  in 
some  States.    An  example  of  this  can  be  seen  in  the  Baltimore,  Mary- 
land office.    An  applicant  with  excess  income  is  denied  outright  (un- 
less he  has  proof  of  past  or  future  hospitalization  which  permits 
immediate  certification)  and  is  told  to  return  when  his  aggregate 
medical  expenses  are  large  enough  to  retire  his  six  month  excess  in- 
come.    If  the  applicant  returns  with  incurred  bills  equal  to  the  spend- 
down  liability,  then  the  accounting  period  is  backdated  to  the  date  of 
the  first  bill  incurred.     He  receives  a  Medicaid  card  for  the  bal- 
ance of  the  six  months  starting  from  the  date  the  spend-down  was 
met.     However,  if  the  applicant  returns  with  paid  bills,  the  six-month 
eligibility  period  begins  on  the  dates  when  that  last  bill  was  paid. 
The  rationale  is  that  that  date  marks  the  point  at  which  the  excess 
income  was  effectively  lowered  to  the  medically  needy  protected  in- 
come level. ^ 

Ironically,  the  principle  of  incurment  is  one  really  clear  point 
concerning  spend -down  in  the  Medicaid  legislation  and  regulations. 
Yet,  as  discussed  above,  the  spend-down  liability  is  often  required 
to  be  paid  in  some  instances  in  several  of  the  study  States.    The  only 
situation  among  States  in  which  incurment  usually  presents  no  prob- 


Cf.  p.  39  ff.  of  Maryland  Case  Study  for  further  discussion. 
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lems  appears  to  be  related  to  hospital  expenses.     Otherwise,  paid 
receipts  of  medical  expenses  are  often  required  by  the  caseworker. 
This  confusion  has  obvious  implications  for  the  success  of  the  spend- 
down  applicant  in  attaining  Medicaid  eligibility. 

The  "Cash  Flow"  Problem 

As  a  final  observation  relating  to  the  payment  versus  incurment 
of  spend-down  liability  issue,  mention  should  be  made  of  the  "cash 
flow"  problem  which  can  occur  when  a  spend-down  applicant  is  unable 
to  incur  expenses  for  his  spend-down.     In  all  States,  it  was  acknowl- 
edged that  potential  spend-downers  sometimes  experience  difficulty  in 
obtaining  credit  for  medical  expenses,  particularly  from  physicians, 
druggists,  and  other  non-institutional  health  providers.     If  this 
happens,  an  applicant  is  faced  with  having  to  "free  up"  six  months' 
worth  of  excess  income  in  order  to  pay  for  medical  expenses  equal  to 
the  amount  of  his  spend-down  liability.     This  must  occur  at  the  front 
end  of  the  six  month  accounting  period.     In  order  to  benefit  maximally 
from  Medicaid  eligibility,  the  client  is  under  pressure  to  spend-down 
as  quickly  as  possible.     For  applicants  on  fixed  incomes  (particularly 
OASDI) ,  this  can  present  tremendous  "cash  flow"  problems. 

A  recent  court  case  vividly  illustrates  the  possible  dilemma. 
In  1973  in  Massachusetts  legal  action  was  instituted  with  regard  to 
the  "cash  flow"  problem  for  potential  spend -downers .     In  the  case  of 
Brazil  vs.  Minter  in  the  U.S.  District  Court  (Civil  Action  No.  73- 
1600-C) ,  the  following  case  was  argued.     Ms.  Brazil  (a  disabled  applicant) 
had  a  monthly  income  of  $294,  while  the  State's   monthly  protected  in- 
come level  for  her  category  was  $199.     Her  excess  income,  or  spend- 
down,  was  determined  to  be  $570  for  a  six  month  period.     Ms.  Brazil 
had  a  chronic  drug  need  for  vivonex,  an  artificial  nutrient  which 
she  required  because  she  was  not  able  to  retain  ordinary  food. 

For  Ms.  Brazil  to  purchase  her  monthly  prescription  of  vivonex 
would  cost  her  $360.     Since  her  spend-down  was  set  at  $570,  she  needed 
to  obtain  just  over  a  one-and-a-half  months'  supply  of  the  nutrient 
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before  Medicaid  eligibility  would  commence.     Ms.  Brazil  could  not 
find  a  druggist  willing  to  allow  her  to  incur  that  great  an  expense; 
consequently,  she  could  not  spend-down  because  she  did  not  have  $570 
available  in  cash. 

Ms.  Brazil  in  her  case  maintained  she  would  spend-down  monthly , 
and  would  be  able  to  actually  pay,  not  incur,  expenses  equal  to  that 
amount.     However,  she  was  not  able  to  pay  the  six  months'  excess  over 
a  six  weeks'  period  because  of  her  income  flow.     The  denial  of  credit 
prevented  her  from  incurring  the  excess.^" 

This  case  depicts  a  further  complication  of  the  payment/  incur- 
ment  issue;  similar  case  situations  were  mentioned  in  several  of  the 
study  states.     This  provides  yet  another  important  example  of  how 
spend-down  more  easily  functions  as  only  an  emergency  needs  program. 
Incurred  acute  and  long-term  care  expenses  are  honored,  while  ambu- 
latory expenses  or  chronic  care  more  often  must  be  paid,  despite  the 
cash  flow  problem. 

Another  observation  must  be  made  concerning  the  impact  of  incur- 
ment/payment  requirements  on  the  successful/unsuccessful  fulfillment 

of  the  spend-down  liability.     Not  only  does  the  requirement  of  paying 

six  months'  worth  of  excess  income  impose  severe  cash  flow  constraints 

on  the  spend-downer .     There  is  a  behavioral  deterrent  to  amassing  and 

paying  for  quickly  a  large  number  of  bills  as  well.     To  quote  the 

Maryland  Case  Study,  p.  78: 

Another  deterrent  to  successful  fulfillment  of  the 
spend-down  liability  outside  the  hospital  setting 
concerns  the  attitude  of  the  individual.     Prior  to 
application,  the  individual  had  been  handling  his 
medical  expenses  himself,  and  since  his  income  was 
low,  had  been  careful  about  his  expenditures.  Most 
likely,  he  had  been  minimizing  medical  care.  Suddenly 
he  must  spend  a  considerable  sum  of  money  (since  his 
excess  is  pro-rated  for  six  months)  before  he  can 
qualify  for  Medicaid.     This  rapid  change  of  behavior 
is  often  a  major  barrier  to  successful  fulfillment  of 


A  temporary  injunction  was  issued  for  Ms.  Brazil  which  required 
that  she  be  allowed  to  spend-down  on  a  monthly  basis;  however,  the  case 
was  for  a  class  action  which  has  yet  to  be  decided. 
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the  spend-down.     For  this  reason,  as  well  as  the 
cash  flow  problem  and  confusion  about  the  require- 
ments of  spending  down,  many  non-hospital  spend- 
down  cases  never  return  to  the  county  office,  not 
having  been  able  to  fulfill  their  spend-down. 

The  Utah  Approach 

The  Utah  spend-down  program  avoids  the  issue  of  incurment  versus 
payment  of  medical  expenses  with  its  unique  system  of  State  collec- 
tion of  spend-down  liabilities.     The  computed  excess  income  is  spread 
out  into  monthly  payments  to  the  State,  to  which  the  applicant  is 
held  by  signing  a  promissory  note.     Clearly  the  incentives  for  pay- 
ment of  the  liability  are  greater  in  this  setting  where  monthly 
installments  are  required  (thereby  skirting  the  cash  flow  problem)  , 
and  where  clients  sign  a  legal  document  (the  promissory  note)  making 
them  beholden  to  the  State.    All  the  guesswork,  stockpiling  of  medical 
expenses,  paperwork  for  client  and  case  worker  are  avoided.  Having 
signed  the  agreement  to  pay  the  monthly  installments,  the  applicant 
is  immediately  made  eligible  for  a  medical  assistance  card.  There- 
fore, the  requirement  of  incurring  or  paying  legitimate  medical  ex- 
penses is  obviated. 

If  the  potential  spend-downer  in  fact  has  medical  costs  during 
this  period  which  turn  out  to  be  less  than  his  excess  income,  then 
he  is  only  liable  to  the  Department  for  the  amount  of  the  medical 
expenses  used.     The  State  pays  for  any  medical  expenses  used  by  the 
spend-downer  totally  out  of  State  funds  until  the  excess  income 
amount  is  achieved;  then  Medicaid  coverage  per  se  begins  (i.e., 
there  is  Federal  matching  money  for  the  medical  expenses) . 

A  copy  of  Utah's  promissory  note  form  under  Medicaid  is  included 
on  the  following  page  as  Exhibit  3.5.    This  system  avoids  the  "cash- 
flow" and  credit  problems  mentioned;  however,  it  should  be  noted  that 
Utah's  compliance  with  Federal  regulations  has  been  questioned  because 
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EXHIBIT  3.5 


Utah-DSS-APA 
Volume  V 


Form  417-A 
Rev.  8-73 


PROMISSORY  NOTE  FOR  MEDICAL  SERVICES  RECEIVED 


CASE  NAME 

DISTRICT 

PROGRAM 

CASE  NUMBER 

ADDRESS: 

TELEPMO 

ME  NO . 

Name  of  Person  making  payment  if  other  than  recipient: 


In  consideration  of  the  payment  of  medical  expenses  (in  an  amount  in  excess  of 
the  face  value  of  this  note)  for  myself  and/or  members  of  my  immediate  family 

for  the  period:    mo.  ,  19  ,  thru  mo  .   ,  19  . 

1  promise  to  pay  to  the  Office  of  Assistance  Payments  S  . 

payable  in  equal  interest-free  monthly  installments  of  S_  , 

(not  to  exceed  six  installments)  beginning  day   ,  mo.   , 

19  ,  and  due  on  the  day  of  each  month  thereafter. 

Interest  on  delinquent  payments  shall  be  at  the  rate  of  six  percent  (f %)  per  annum. 


(signed)  (date) 


Jslotary  Public: 
Residing  ;<t: 
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of  this  particular  administrative  approach  to  the  spend-down  process. 

The  Utah  approach  does  present  some  problems.     A  dilemma  oc- 
curs when  a  spend-down  client  fails  to  pay  off  his  note  —  should  he 
be  denied  continuing  Medicaid  eligibility?    Utah  in  fact  enforces  its 
note  policy  and  will  eventually  sue  clients  if  the  spend-down  is  not 
paid  and  it  appears  that  the  client  is  able  to  pay.     However,  they  do 
not  cancel  a  client's  Medicaid  card  because  of  lack  of  payment.  The 
State  reports  a  79%  collection  rate  and  indicates  that  collection  of 
the  spend-down  is  considerably  more  successful  than  their  attempts 
to  collect  other  payments,  such  as  support  in  AFDC. 

As  a  final  note  on  this  topic,  the  issue  of  payment  of  the 
spend-down  liability  deserves  serious  consideration.     If  default 
is  accepted  or  the  problem  of  provider  spend-down  collection  is 
simply  ignored,  the  entire  principle  of  the  spend-down . program 
is  annulled.     Spend-down  is  based  on  the  contribution  of  excess 
income  toward  the  cost  of  health  care.     Requiring  spend-downers  to 
pay  rather  than  only  incur  their  liabilities  does  not  seem  in  viola- 
tion of  the  objective  of  the  spend-down  program;  however,  it  does 
conceivably  violate  the  incurment  principle  set  forth  in  the  law 
and  Federal  regulations. 
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3.3.3    Assignment  of  Spend-Down  Liability 

As  discussed  in  Section  2,5,  the  assignment  of  the  spend-down 
liability  is  an  area  of  discretionary  policy  making  by  States.  Fed- 
eral regulations  stipulate  that  liability  should  first  be  assigned 
to  insurance  premiums,  then  to  non-Medicaid  expenses  approved  by 
State  law,  and  finally  to  Medicaid  covered  expenses.     However,  in 
all  county  offices  visited  in  the  five  study  States,  little  atten- 
tion was  attached  to  prioritizing  the  assignment  of  the  spend-down 
liability.    What  usually  occurs  is  that  spend-down  liabilities  are 
accrued  chronologically. 

Enforcing  prioritization  of  spend-down  expenses  would  require 
close  monitoring  of  each  spend-down  by  workers.    Usually  there  is 
little  time  for  this.    Without  precise  guidance,  the  non-acute 
spend-downer  (i.e.,  the  spend-downer  who  fulfills  his  liability  by 
the  accumulation  of  expenses  from  community  health  providers)  would 
have  trouble  a)  knowing  what  State-recognized  medical  expenses  are, 
b)  knowing  whether  or  not  they  are  covered  by  Medicaid  and  c)  know- 
ing whether  he  is  allowed  to  merely  incur  expenses  for  must  pay  them. 
Clearly,  no  workers  have  the  "extra"  time  required  for  providing  such 
guidance.     Furthermore,  many  of  those  precise  qualifications  are  un- 
clear even  to  workers.     It  is  understandable  why  in  most  States,  prior- 
itizing has  been  waived  in  lieu  of  chronological  accumulation  of  med- 
ical expenses  in  the  fulfillment  of  the  spend-down. 

Opting  for  chronological  assignment  of  the  spend-down  liability 
raises  two  issues,  however.  The  first  is  the  risk  of  the  client  not 
collecting  all  of  his  bills  in  exact  chronology.  The  second  problem 
occurs  when  applicants  incur  expenses  much  greater  than  their  spend- 
down  liability  so  that  a  decision  has  to  be  made  regarding  the  liability 
assignment.     Each  of  these  is  discussed  below. 
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Accumulating  Health  Expenses  Chronologically 


Although  accumulating  health  expenses  chronologically  may  seem 
like  a  fairly  straightforward  process,  it  is  not.     Applicants  may 
not  be  able  to  or  may  not  understand  that  they  have  to  be  sure  and 
collect  all  bills  incurred  for  health  services  prior  to  the  exact 
spend-down  date.     Any  services  received  by  a  recipient  before  the 
exact  date  the  spend-down  was  achieved  will  not  be  paid  by  Medicaid. 
Since  many  providers   (particularly  physicians)  bill  monthly  or  at  the 
completion  of  treatment,  often  bills  come  in  after  the  spend-down  has 
been  "met"  through  other  liabilities.     Yet  these  bills  will  indi- 
cate service  dates  prior  to  the  date  the  spend-down  liability  was 
achieved. 

If  this  should  happen  in  North  Carolina,  where  an  exact  spend- 
down  eligibility  date  is  used,  the  date  of  eligibility  has  to  be 
recalculated,  some  or  all  of  the  liability  assigned  to  the  late- 
billing  provider,  and  the  liability  assigned  to  other  providers 
has  to  be  readjusted  so  that  the  "true"  spend-down  eligibility  date 
can  be  ascertained.     Needless  to  say,  this  is  such  a  complicated 
process  that  often  the  recipient  has  to  pay  for  the  pre- spend-down 
date  services  although  he  has  already  met  the  spend-down  liability. 

Distributing  the  Spend-down  Liability  Across  Several  Providers 

The  second  problem  with  chronological  assignment  of  the  spend- 
down  liability  is  in  identifying  which  providers  and  expenses  will 
be  used  in  meeting  the  liability.     This  is  particularly  complex  in 
a  hospital  setting.     The  prototypical  occurrence  is  a  spend-down 
applicant  who  assigns  his  spend-down  liability  to  the  cost  of 
hospitalization.      Administratively  this  may  appear  to  be  fortuitous 


Why  this  situation  is  a  prototype  should  be  quite  clear.     In  pre- 
vious sections  of  this  chapter  it  has  been  shown  how  spend-down  cases 
with  current  or  impending  hospital  bills  are  brought  into  and  pro- 
tected by  the  proqram  with  greater  administrative  ease  than  others. 
They  pass  all  screening  criteria  and  they  are,  in  reality,  the  ones 
who  benefit  most  readily  by  the  incurment  policy.     It  is  not  surpris- 
ing therefore  that  statistically,  hospitals  are  assigned  a  large 
portion  of  spend-down  liabilities  ---  particularly  the  large  liabilities. 


since  only  one  provider  and  one  bill  will  be  involved  rather  than  the 
multiple  providers  and  invoices  that  ambulatory  spend-downs  are  likely  to 
present.     However,  there  are  several  problems  even  in  this  "one-shot"  spend- 
down  liability  assignment  to  hospitals.     The  first  question  is  what 
portions  in  the  hospital  bill  to  apply  to  the  spend-down.  Regulations 
require  non-Medicaid  covered  expenses  first,  but  disaggregating  each 
hospital  bill  to  find  such  expenses  is  costly  in  accounting  labor  and 
often  results  in  too  few  expenses  to  cover  the  entire  liability.  Thus, 
the  regulations  are  often  relaxed.     Michigan  requires  that  the  liability 
be  applied  to  solely  the  in-patient  charge,  not  to  practitioners,  tests, 
etc.     Once  the  in-patient  charges  accumulate  to  equal  the  liability, 
the  recipient  is  made  eligible  and  Medicaid  picks  up  all  other  costs  of 
the  entire  hospital  stay. 

North  Carolina,  which  requires  the  identification  of  the  exact 
date  on  which  the  spend-down  is  achieved,  also  encounters  similar  prob- 
lems with  hospitalized  spend-down  applicants.     On  the  day  the  spend-down 
is  "met"  in  a  hospital,  a  variety  of  charges  may  have  been  incurred: 
in-patient  charges,  drugs,  tests,  etc.,  which  in  total  exceed  the  re- 
quired spend-down  liability.     The  question  then  revolves  around  which 
provider  should  be  assigned  the  liability  (the  surgeon,  the  hospital, 
the  ambulance  company,  the  anesthesiologist,  etc.) .     Should  it  be  pro- 
rated or  assigned  to  a  single  provider?    Making  the  liability  assign- 
ment then  is  open  to  discretion  on  the  part  of  the  spend-down  appli- 
cant or  the  providers  involved. 

A  further  problem  caused  by  the  "exact  date"  approach  involves 
the  date  itself.     Sometimes  spend-down  applicants  go  beyond  the 
amount  of  their  spend-down  liability  (in  terms  of  services  received 
and  expenses)  on  the  particular  day  they  become  eligible  (as  mentioned 
above) .     If  the  state  does  not  keep  an  accurate  list  of  what  expenses 
were  assigned  to  meet  the  liability,  Medicaid  could  be  charged  for 
all  services  rendered  on  the  exact  date  the  spend-down  was  met.  The 
claims  processing  procedures  are  often  not  sophisticated  enough  to 
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distinguish  spend-downers  from  other  Medicaid  recipients.     As  long  as 
the  eligibility  file  indicates  the  spend-downer  was  eligible  as  of  an 
exact  date,  all  charges  for  medical  services  submitted  on  that  date 
would  be  automatically  approved.     Consequently,  an  applicant  would 
not  have  to  spend-down  if  the  expenses  which  were  to  have  been  his 
liability  were  submitted  to  the  State  Medicaid  program. 

The  simplest  and  perhaps  the  most  efficient  system  is  again  that 
used  by  Utah  where  the  issue  of  spend-down  liability  assignment  is 
avoided  for  the  most  part.     Spend-down  applicants  in  Utah  are  allowed 
to  bring  in  non-Medicaid  covered  bills  or  bills  already  incurred  which 
can  be  used  in  partial  fulfillment  of  the  liability.     However,  from 
the  point  at  which  they  sign  the  promissory  note  and  are  issued  a 
Medicaid  card,  there  is  not  a  problem  of  liability  assignment.  By 
paying  excess  income  to  the  State,  Utah's  spend-downs  "buy"  their 
medical  assistance  card  which  can  be  used  with  any  providers  imme- 
diately.   The  process  of  accumulation  of  bills,  and  its  implications 
to  accounting  and  to  identifying  exact  eligibility  dates  do  not  bear 
any  impact  on  this  system. 

One  final  issue  must  be  raised  that  has  curious  relevance  to 
the  issue  of  the  assignment  of  spend-down  liability.     In  Michigan 
the  spend-down  liability  can  be  used  by  the  provider  to  pay  for 
non-Medicaid  covered  services  required  by  the  client.     This  happens 
most  often  in  long-term  care  and  to  some  extent  acute  hospital 
situations.    Although  in  principle  this  is  perfectly  in  accordance 
with  regulations,  in  practice  it  has  surfaced  as  an  area  of  signifi- 
cant program  abuse.     Non-essential  sometimes  fraudulent  charges 
have  been  claimed  as  offsets  by  providers.     This  thereby  diverts 
the  patient  pay  amount  from  legitimate  charges  for  the  medical 
care  and  increases  ultimately  Medicaid  reimbursement.  Meanwhile 
the  offset  monies  can  be  used  to  buy  equipment,  materials,  etc.* 


For  further  discussion  of  offsets,  cf.  pps.  101-103  in  Michigan 
Case  Study. 
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3.3.4    Collection  of  Spend-down  Liability 

In  all  four  study  States  excluding  Utah,  Medicaid  policy  places 
the  responsibility  on  providers  for  collecting  spend-down  liabilities. 
This  policy  implies  that  until  the  spend-down  liability  has  been 
met ,  the  spend-downer  is  a  private  patient  in  the  health  care  sys- 
tem.   Therefore,  just  as  the  spend-downer  is  responsible  for  paying 
his  medical  expenses  (up  to  the  amount  of  his  excess  income) ,  the 
medical  providers  are  responsible  for  collecting  those  payments, 
as  with  any  other  patient.     With  the  exception  of  Utah,  therefore, 
all  the  burden  of  collecting  spend-down  liabilities  rests  with  the 
providers . 

Since  the  incurment  principle  is  used  less  with  community  health 
providers  and  when  it  is,  the  amounts  involved  are  relatively  small, 
these  providers  are  seldom  affected  by  a  collection  problem.  Im- 
plementation of  the  incurment  principle  occurs  generally  only  in 
the  hospital  setting.     Furthermore,  the  incurred  spend-down  amounts 
tend  to  be  large  in  the  hospital  setting.     Every  hospital  adminis- 
trator interviewed  in  this  study  complained  of  the  problem  of  col- 
lecting the  spend-down  liability. 

This  problem  goes  beyond  the  administrative  burden  of  tracking 
the  client,  sending  multiple  billings,  and  possibly  turning  the  case 
over  to  a  collection  agency.     (Providers  in  all  four  States  used  sim- 
ilar tactics  for  collecting  the  spend-down  liability.)     The  default 
of  spend-down  payments  occurs  on  a  large  scale  (according  to  providers 
interviewed)  and  since  this  portion  of  the  hospital  bill  is  not  reim- 
bursable by  Medicaid,  the  hospital  is  left  with  the  expense.  Hospitals 
in  all  four  States  stated  that  these  unredeemed  spend-down  liabilities 
were  written  off  as  bad  debts  or  unsolicited  charities.     Regardless  of 
the  accounting  procedures  used  to  dispose  of  these  amounts,  the  impact 
is  the  same.     At  the  end-of-the-year  cost  settlement  when  actual  costs 
of  care  are  determined,  these  defaulted  patient  liabilities  increase 
the  per  diem  rate  and  thus  ultimately  affect  Medicaid  costs  as  well 
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as  future  rates  for  non-Medicaid  patients. 

This  issue  of  defaulted  liabilities  was  not  recognized  as  a 
severe  problem  in  the  four  State  Title  XIX  agencies  studied  (exclud- 
ing Utah) .     This  is  perhaps  due  to  the  unavailability  of  any  aggre- 
gate statistics  on  the  actual  size  of  the  defaulted  liabilities  each 
year.     Therefore,   its  true  cost  impact  to  the  program  is  unknown. 
And  second,  no  study  State  except  Utah  is  prepared  to  enter  the  role 
of  collection  agency  itself  since  it  would  be  administratively  com- 
plex as  well  as  contradictory  to  larger  program  objectives. 

These  objections  do  not  stand  in  the  way  of  Utah's  system  which 
avoids  many  of  the  administrative  problems  discussed  above  as  well 
as  their  cost  implications.    The  State  Recovery  Services  Unit  col- 
lects spend-downers *  monthly  installments  which  retire  their  excess 
income.     The  Recovery  Unit  claims  a  79%  success  rate  in  collecting 
the  liabilities.     This  high  success  rate  may  be  attributed  to  any 
or  all  of  a  variety  of  factors.     First,  the  client  has  signed  a 
promissory  note  indebting  himself  to  the  State.     This  is  not  a  minor 
responsibility  and  must  be  seen  as  an  incentive  to  pay  off  the  lia- 
bility.    Second,  the  payments  are  in  monthly  installments  which  al- 
leviates a  cash  flow  problem.     Third,  the  procedures  and  require- 
ments for  liability  payment  are  simple  and  straightforward.^" 

As  a  result  of  Utah's  diverting  the  entire  burden  of  collec- 
tion to  the  State,  the  providers  merely  deliver  services  to  any 

2 

recipient  with  a  card.      That  the  patient  is  a  spend-downer  is 
inconsequential  to  them.     Furthermore,  providers  always  get  paid 
according  to  Title  XIX  reimbursement  rates  for  all  services  they 


"This  collection  system  is  described  on  p.  6  of  the  Utah  Case 
Study. 

2 

The  State  did  not  assume  this  burden  happily,  but  was  forced  to 
do  so  by  providers  who  did  not  wish  to  do  the  collecting  themselves. 
The  providers  threatened  not  to  accept  any  Medicaid  patients  unless 
the  State  did  the  collecting. 
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render. 

Clearly,  Utah's  example  raises  important  issues.     In  other 
States  providers  who  deliver  services  on  the  incurment  assumption 
are  often  penalized  in  that  they  often  do  not  receive  complete  re- 
imbursement from  patients  for  services  rendered.     When  the  incur- 
ment principle  is  not  utilized  and  payment  is  mandatory  in  fulfill- 
ing the  spend-down,  providers  are  not  hurt.     This  clearly  adds  up 
to  the  conclusion  that  from  the  provider  angle  the  incurment  of  ex- 
penses should  not  be  allowed.     Furthermore,  control  of  upward  adjust- 
ment of  rates  due  to  defaulted  liabilities  is  another  argument  against 
incurment.     However,  incurment  hastens  the  delivery  of  services  to 
people  in  need  and  furthermore  is  a  solution  to  the  cash  flow  prob- 
lem which  could  potentially  obstruct  a  considerable  number  of  spend- 
down  applicants  from  ever  attaining  eligibility.     Finally,  the  incur- 
ment principle  as  mentioned  before  is,  by  law,  a  requirement  for  the 
spend-down  program. 
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3.3.5    Retroactive  Eligibility 

Although  Federal  regulations  do  not  specify  an  exact  account- 
ing period  to  be  used  in  eligibility  determination,^"  all  five  study 
States  have  unanimously  chosen  six-month  accounting  periods  for  spend- 
down  cases  with  an  option  of  three-month  retroactivity.     In  none  of 

the  States  does  the  use  of  retroactive  eligibility  at  the  present 

2 

time  extend  the  six-month  accounting  period.       Retroactivity  is 
used  in  all  States  as  a  method  of  honoring  past  expenses.  There- 
fore if  an  applicant  arrives  in  an  office  with  past  expenses  he/she 
is  unable  to  pay,  retroactivity  allows  those  expenses  to  be  honored 
as  part  of  his/her  spend-down. 

Although  these  provisions  seem  straightforward  and  uniform  ac- 
ross all  States,  several  of  the  States  have  special  modifying  fea- 
tures.    How  retroactive  eligibility  is  handled  for  spend-down  cases 
varies  considerably. 

North  Carolina  has  the  most  straightforward  approach  for  spend- 
down  retroactivity.     In  North  Carolina  each  successful  spend-down 
case  goes  through  three  phases.     The  procedures  described  here  were 
in  operation  at  the  time  of  the  USR&E  State  visit  in  November,  1974 . 
The  first  phase  is  "application"  which  is  concluded  by  the  deter- 
mination of  conditional  eligibility  except  for  having  excess  income, 
which  allows  the  designation  of  the  case  as  a  potential  spend-down. 
The  case  is  "certified"  from  the  month  of  initial  application  or  the 


Cf.  Section   2.4,  Legal  and  Regulatory  Base. 

2 

Prior  to  the  USR&E  State  visit,  Maryland  had  been  using  the 
retroactivity  option  to  extend  the  accounting  period  to  a  maximum 
of  nine  months.     However,  this  was  amended  to  correspond  with  other 
States'  interpretations  that  pushing  eligibility  back  retroactively 
pushed  the  end  date  of  the  eligible  period  back  as  well.  Therefore 
an  eligibility  period  could  never  be  longer  than  six  months.  Mary- 
land had  also  changed  the  length  of  the  potential  retroactive  eli- 
gibility period  from  one  month  to  three. 
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month  of  the  first  medical  expense  (up  to  three  months'  retroactivity 
is  allowed) ,  whichever  is  better  for  the  applicant.    This  initial 
certification  date  sets  the  beginning  point  for  the  six-month  account- 
ing period.     Once  certified,  the  case  is  entered  on  the  central  State 
eligibility  file.    The  case  is  then  pending  until  the  spend-down  is 
successfully  fulfilled,  at  which  point  the  case  is  "authorized". 
The  authorizing  input  document  is  then  sent  to  the  State  to  activate 
card  issuance  and  approve  invoice  payment.     The  authorized  eligibility 
period  extends  from  the  date  the  spend-down  was  met  to  six  months  from 
the  certification  date.     How  long  the  case  is  actually  authorized  for 
benefits  depends  on  how  long  it  took  the  applicant  to  spend-down;  i.e., 
the  remainder  of  the  six  month  period  starting  at  the  spend-down  date 
when  the  spend-down  was  fulfilled. 

In  Maryland,  not  only  does  retroactivity  impact  the  setting  of 
the  spend-down  case's  eligibility  period  but  also  whether  the  expenses 
used  to  fulfill  the  spend-down  liability  have  to  be  paid  or  merely 
incurred.*    At  initial  application  if  a  client  with  excess  income  pre- 
sents documented  past  expenses  that  are  greater  than  his  excess  in- 
come, the  retroactive  eligibility  principle  is  applied.    Those  past 
expenses  suffice  to  fulfill  his  spend-down  and  he  is  made  eligible 
starting  at  the  date  of  the  first  invoice  used  as  part  of  the  spend- 
down.     Medicaid  then  pays  the  balance  of  the  past  expenses  and  any 
other  expenses  the  client  may  have  during  the  time  when  the  spend- 
down  was  met.    Although  State  policy  considers  documented  incurred 

past  expenses  sufficient  for  setting  retroactive  eligibility,  most 

2 

local  offices  require  past  expenses  to  be  paid.      The  rationale  for 


The  Maryland  procedures  are  fully  described  with  examples  in 
pages  37-40,  and  76-68  in  the  Maryland  Case  Study. 

2 

At  all  offices  visited,  unless  an  applicant  returns  to  the  office 
with  paid  bills  or  with  evidence  of  having  entered  into  a  deferred 
payment  plan  for  these  bills,  their  certification  is  still  denied. 
There  is  one  exception  to  this,  however,  and  it  concerns  the  acute 
case  spend-down:    pointing  to  yet  another  area  where  hospital  and 
other  spend-down  cases  are  dealt  with  differently.    The  hospital  spend- 
down  is  not  required  to  pay  his  portion  of  the  bill  prior  to  being  certified. 
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this  requirement  is  to  avoid  possible  duplication  of  payment  by 
Medicaid  once  eligibility  is  secured.     Unless  the  past  expenses  are 
paid,  it  is  felt  that  there  is  no  guarantee  that  the  expenses  used 
for  the  fulfillment  of  the  spend-down  liability  may  not  be  submitted 
to  Medicaid  for  payment.^" 

The  other  situation  that  complicates  the  setting  of  the  eli- 
gibility period  in  Maryland  concerns  the  applicant  with  excess  income 
but  with  no  past  medical  expenses  such  as  the  example  above.     This  appli- 
cant is  declared  ineligible  until  such  time  as  his  medical  expenses 
accrue  to  equal  his  excess  income.     If  and  when  the  applicant  returns 
with  such  expenses,  his  medical  deductions  effectively  lower  his 
income  to  the  protected  income  level.     If  his  accumulated  expenses 
have  been  paid,  his  income  is  said  to  be  effectively  diminished  to 
the  eligibility  level  and  he  is  made  eligible  for  a  six-month  period 
starting  with  the  date  of  his  second  visit  to  the  Department  of  Social 
Services.     However,  if  the  accumulated  medical  expenses  are  merely  in- 
curred, the  beginning  of  his  certification  period  is  set  at  the  date 
of  application  (his  first  visit)  ,  and  now  he  is  eligible  for  a  Medicaid 
card  for  the  remainder  of  the  six  months.     Technically,  both  of  these 
cases  are  spend-downs  and  their  eligibility  periods  should  be  handled 
identically.     The  North  Carolina  system  enforces  a  uniform  setting  of 
the  eligibility  period  since  it  is  unilaterally  set  at  six  months  start- 
ing from  the  date  of  certification. 

Michigan  has  evolved  a  unique  system  for  handling  retroactive  eli- 
gibility.    Two  approaches  are  used,  depending  on  the  extent  of  retro- 
activity.    If  an  applicant  presents  medical  bills  dated  from  the  previous 
month,  then  eligibility  will  be  pushed  back  retroactively  to  the  date 
of  the  first  bill  incurrence.     Medicaid  eligibility  is  then  effective 
with  that  beginning  date  once  the  spend-down  liability  is  achieved. 
However,  this  of  course  requires  that  all  Medicaid-covered  bills  used 


Of  course,  if  controls  are  maintained  precisely  on  the  actual 
date  of  the  eligibility  period  and  on  invoices,  this  problem  should 
not  arise. 
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in  the  spend-down  for  "in  own  home"  applicants  be  paid  (not  incurred) 
so  that  a  double  billing  problem  does  not  develop.     For  hospitals, 
Michigan  controls  for  the  eventuality  of  duplicated  payment  on  in- 
curred spend-down  bills  by  using  special  invoice  forms  which  flag 
the  spend-down  portion  and  signal  the  State  not  to  pay  that  portion. 

However,  if  an  applicant  in  Michigan  presents  bills  from  two. or 
three  months  prior  to  the  date  of  his  first  visit  to  the  Department 
of  Social  Services,  an  entirely  different  retroactive  eligibility 
procedure  is  employed  which  involves  using  two  eligibility  periods.^ 
A  separate  shortened  eligibility  period  is  designated  in  addition 
to  one  starting  on  the  date  of  initial  application  if  the  client 
appears  to  have  major  on-going  medical  expenses.     Depending  on  how 
far  in  the  past  the  bills  are  dated,  the  shortened  eligibility  period 
can  extend  for  two  or  three  months.     A  special  application  form  is 
filled  out.     Income  is  pro-rated  on  a  two  or  three  month  basis  de- 
pending on  how  far  back  the  bills  go.     All  the  usual  disregards 
and  exemptions  are  applied.    The  case  is  entered  on  the  eligibility 
file  with  a  two  or  three  month  certification  period  —  totally 
separate  from  the  regular  six-month  period  that  the  applicant  is 
also  eligible  to  receive.    The  applicant  then  has  two  spend-downs. 

The  rationale  for  this  system  is  highly  pragmatic.  Applications 
take  so  long  to  process  that  if  the  initial  eligibility  period  is 
back  dated  a  full  three  months,  there  is  only  a  maximum  benefit  of 

2 

three  months  into  the  future  of  which  the  client  can  avail  himself. 
The  shortened  period  covers  the  specific  past  need  but  also  permits 
the  applicant  to  obtain  longer  coverage  into  the  future.    This  system 


These  procedures  are  described  in  detail  on  pages  68-69  in  the 
Michigan  Case  Study. 

2 

There  have  been  indications  that  in  fact,  Federal  regulations  do 
allow  a  nine-month  eligibility  period  if  the  three  month  retroactivity 
is  used,  thus  allowing  six  month's  future  eligibility  from  the  point 
of  application. 
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also  benefits  case  workers.     In  a  case  which  is  given  full  three 
months'  retroactive  eligibility,  redetermination,  which  is  a  sig- 
nificant time  burden,  is  due  in  only  three  months.     With  the  three 
month  retroactive  period  being  a  separate  eligibility  determination 
from  the  regular  six-month  eligibility  period,  this  extra  incidence 
of  case  work  is  obviated.     In  reality,  there  are  relatively  few 
shortened  retroactive  eligibility  periods.     The  majority  occur  in 
the  acute  case  setting,  covering  an  emergency  hospitalization. 

Utah  presents  yet  another  variation  in  the  policies  and  pro- 
cedures concerning  the  accounting  period  used  for  spend-down  cases. 
As  discussed  previously,  in  Utah,  the  case  worker  computes  a  six 
month  excess  income,  spreads  it  into  monthly  installments,  and 
requires  spend-down  clients  to  make  payments  to  the  State,  essen- 
tially to  buy  the  right  to  use  a  Medicaid  card.     If  the  client  needs 
help  in  covering  a  past  medical  expense,  the  six-month  eligibility 
period  is  set  retroactively  so  that  the  State  will  honor  the  necessary 
bills.     However,  when  an  eligibility  period  is  set  retroactively, 
the  client  is  not  required  to  pay  the  monthly  installments  for  the 
retroactive  months.     The  policy  reads  that  "only  such  income  and  re- 
sources will  be  considered  as  will  be  'in  hand*    (during  the  account- 
1 

mg  period)".      Since  the  retroactive  months  have  passed,  the  Utah 
policy  states  that  it  is  unreasonable  to  assume  that  the  client  will 
have  excess  income  in  hand  for  them.     The  client  is  only  liable  for 
monthly  installments  during  the  time  period  extending  from  the  appli- 
cation date  to  the  remainder  of  the  total  six-month  period.  Thus, 
in  Utah  retroactive  eligibility  in  effect  mitigates  the  spend-down 
liability.     Due  to  the  in  hand  stipulation  in  the  Federal  regulations, 
it  is  unclear  whether  this  system  presents  a  compliance  issue.  Other 
State's  retroactivity  procedures  clearly  do  not  deal  with  the  in  hand 
income  and  resources  issue. 


Cf.    Section  2.3. 
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In  summary,  then,  the  policy  of  retroactive  eligibility  is 
differentially  interpreted  among  States  with  regard  to  spend-down 
cases.    The  issue  associated  with  incurment  versus  payment  for 
retroactive  cases  has  been  discussed  in  a  previous  section  and 
obviously  pervades  many  aspects  of  spend-down  implementation. 
The  approach  used  by  Michigan  in  setting  up  two  eligibility  per- 
iods seems  reasonable  for  retroactive  cases,  but  certainly  not  an 
approach  unique  to  spend-down  cases. 

However,  Utah's  interpretation  of  the  "in-hand"  policy  applied 
to  retroactive  spend-downers  raises  an  interesting  issue  with  re- 
gard to  the  intent  of  Federal  regulations.     Obviously,  how  "in-hand"  is 
interpreted  has  particular  significance  to  spend-down  cases  in  which 
retroactivity  is  used.     In  effect,  all  new  spend-down  applicants  would 
be  well-advised  to  wait  three  months  from  the  point  at  which  they 
begin  accumulating  medical  bills  if  Utah's  interpretation  was  applied. 
That  way  since  the  three  months  has  lapsed  and  that  income  is  no  long- 
er "in  hand"  at  least  half  of  the  spend-down  liability  (three  months 
out  of  six  months'  excess)  would  be  avoided. 
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3.3.6    Claims  Processing 

Mention  has  been  made  at  several  points  throughout  this  chapter 
of  details  significant  to  the  processing  of  claims  for  spend-down 
cases  within  a  State's  Medicaid  system.     Spend-down  cases  can  re- 
present a  problem  in  claims  processing  if  some  approach  has  not  been 
devised  by  a  State  to  insure  that  1)  the  spend-down  liability  itself 
is  not  paid  and/or  2)  that  other  bills  accumulated  before  the  date 
of  spend-down  eligibility  are  not  incorrectly  paid  by  Medicaid. 

The  way  a  State  approaches  these  problems  is  affected  primarily 
by  whether  or  not  it  requires  the  spend-down  liability  to  be  paid 
or  if  it  retains  data  on  the  Medicaid  eligibility  file  as  to  which 
provider  the  liability  has  been  assigned.     Obviously  if  a  spend- 
down  applicant  has  presented  paid  bills  to  the  State  in  order  to 
meet  his  liability,  there  is  not  a  sigif icant  problem  related  to 
double  billing.     Since  Michigan  and  Maryland  at  this  time  require 
"paid"  bills  from  spend-down  applicants  utilizing  community  health 
providers,  double  billing  in  their  systems  cannot  occur.  Further- 
more, they  can  then  honor  any  other  health  expenses  a  recipient  may 
have  had  during  that  same  time  period  but  which  were  not  used  as  a 
part  of  the  spend-down  liability.     Hence  these  States  are  less  con- 
cerned with  an  "exact"  date  of  eligibility  for  non-hospitalized 
spend-down  cases . 

With  spend-downers  requiring  hospitalization  in  Michigan  and 
Maryland,  the  spend-down  liability  can  be  incurred;  however,  special 
forms  have  been  developed  which  notify  the  hospital  of  the  spend- 
downer's  liability  and  "assign"  it  to  them.     Furthermore,  entries 
on  the  Medicaid  eligibility  file  alert  claims  processing  staff  to 
check  invoices  to  insure  that  the  liability  has  been  deducted  from 
any  claim  submitted.     So  in  these  two  States,  claims  processing 
should  not  be  difficult  with  spend-down  cases  since  the  liability 
has  either  been  paid  by  the  recipient  or  there  is  recorded  on  the  file 
the  provider  to  whom  the  liability  has  been  assigned. 
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North  Carolina  and  Massachusetts  use  an  exact  date  approach 
to  eligibility.    A  spend-down  case  becomes  eligible  as  of  a  certain 
date  and  any  expenses  prior  to  that  date  will  not  be  honored  through 
the  claims  processing  system.     Since  Medicaid  cards  in  these  States 
ordinarily  cover  a  full  month,  a  special  temporary  or  interim  card 
is  issued  for  the  balance  of  the  month  in  which  the  spend-down  is 
initially  met.     Additionally,  the  eligibility  file  will  reflect  an 
exact  eligibility  date,  not  the  beginning  of  a  month  as  is.  used  with 
other  Medicaid  cases. 

The  approaches  used  by  Massachusetts  and  North  Carolina  would 
appear  to  be  adequate;  however,  problems  occur.     In  Section  3.3.3 
mention  was  made  of  late-billing  providers.     In  these  two  States  if 
a  provider  bills  Medicaid  and  indicates  any  of  the  service  provision 
was  prior  to  the  exact  date  of  spend-down  eligibility,  the  claim 
cannot  be  honored.     Furthermore,  if  it  is  a  bona  fide  medical  ex- 
pense, the  exact  date  of  eligibility  will  have  to  be  recalculated 
and  the  liability  reassigned  —  a  confusing  and  tedious  procedure. 

Problems  can  also  occur  in  North  Carolina  since  no  information 
is  recorded  on  the  eligibility  file  as'  to  whom  the  liability  is  as- 
signed.   As  mentioned  earlier,  in  hospital  cases  Medicaid  can  be 
billed  all  of  the  charges  which  occurred  on  the  day  the  spend-down 
liability  was  met  and  in  all  probability  the  entire  claim  would  be 
honored . 

Although  Massachusetts  has  a  data  field  on  its  eligibility 
file  input  document  for  entering  the  spend-down  amount,  it  is  not 
consistently  used.    As  a  result,  Massachusetts  also  has  problems 
monitoring  whether  or  not  Medicaid  is  being  charged  with  the  spend- 
down  liability  from  hospitals. 

Utah,  with  its  approach  to  the  spend-down  program,  does  not 
have  any  of  these  claims  processing  problems.     Since  the  spend- 
down  is  paid  directly  to  the  State,  there  is  no  problem  of  duplicative 
payments,  or  of  the  date  of  eligibility  becoming  confused. 
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3.3.7    Interface  with  Third  Party  Insurance 

How  third  party  insurance  relates  to  spend-down  is  perhaps  the 
issue  least  well-defined  by  State  policy  and  most  variously  imple- 
mented in  the  five  study  States.     As  discussed  in  Section  2.4, 
there  is  little  guidance  provided  by  Federal  regulations  on  this 
matter.    The  major  point  raised  by  the  regulations  is  that  Medicaid 
monies  should  not  pay  for  expenses  that  would  otherwise  be  paid  by 
a  client's  third  party  insurer.     This  does  not  specify  how  third 
party  liabilities  relate  to  spend-down  liabilities,  or  billings  as 
a  whole,  or  who,  the  spend-downer  or  Medicaid,  should  benefit  from 
third  party  insurance. 

These  questions  about  third  party  insurance  are  particularly 

relevant  to  the  spend-down  program  because  a  significant  number  of 

1 

spend-downers  tend  to  carry  medical  insurance.      Third  party  issues 
are  also  important  because  they  can  represent  an  area  of  considerable 
cost  within  the  administration  of  Medicaid  programs  as  a  whole  and 
of  the  spend-down  program  in  particular.     Several  areas  of  poor  im- 
plementation were  obvious  in  the  study  States  with  regard  to  third 
party  coverage  for  spend-down  cases.    These  included: 

•  Comprehensiveness  of  information  on  insurance 
coverage  collected  at  the  point  of  application; 

•  Relationship  between  insurance  coverage  and  the 
spend-down  liability;  and 

•  Pursuit  of  third  party  collections. 

Collecting  Insurance  Information  at  Intake 

Problems  dealing  with  third  party  insurance  originate  at  ap- 
plication. According  to  current  procedures  being  used  in  all  the 
study  States,  discovering  if  a  spend-down  applicant  carries  medical 


Survey  results,  as  described  in  Section  4.1,  indicated  that  a 
majority  of  the  spend-down  population  have  insurance  coverage  at 
the  point  of  initial  application. 
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insurance  is  only  important  in  eligibility  determination  because 
premiums  are  legitimate  deductible  expenses  in  meeting  the  spend- 
down.     Otherwise  the  presence  of  medical  insurance  is  non-essential 
to  income  or  resource  calculations  and  hence  to  complete  eligibility 
determination . 

Unfortunately,  the  real  importance  of  discerning  the  avail- 
ability of  third  party  insurance  is  for  billing  purposes  —  outside 
the  case  worker's  aegis.     Accurate  and  complete  third  party  insur- 
ance information  is  most  expeditiously  and  appropriately  a  task  for 
the  case  worker  as  part  of  application  procedures.     Yet  since  the 
insurance  information  is  not  central  to  the  worker's  purpose,  there 
is  a  greater  probability  of  slack  performance  in  this  area  than  in 
collecting  information  on  life  insurance,  for  example,  which  is 
necessary  for  resource  calculations. 

Unless  the  insurance  information  is  collected  at  application, 
prior  to  billings,  there  is  a  significant  increase  in  the  work  and 
costs  involved  in  adjusting  records  and  accounts  ejc  post  facto. 
Without  accurate  information  there  is  a  high  risk  of  Medicaid  over- 
payment on  invoices  where  a  portion  of  the  costs  could  be  paid  by 
third  parties.     Experience  in  all  States  has  shown  that  once 
Medicaid  has  paid  a  bill  it  is  extremely  difficult  to  collect  ap- 
plicable third  party  liabilities,  and  Medicaid  usually  is  left  ab- 
sorbing unnecessary  costs.     All  of  this  underscores  how  crucial  ac- 
curate insurance  information  is. 

Michigan  is  the  only  State  among  those  studied  that  has  taken 
action  to  insure  that  workers  collect  a  full  array  of  data  on  third 
party  health  insurance  at  the  time  of  application.     For  any  appli- 
cant carrying  insurance,  a  "Medicaid  Questionnaire  and  Assignment" 
form  must  be  completed  which  obtains  information  on  the  type  of  in- 
surance coverage    (See  Exhibit  3.6).       In  addition  to  completing 
the  form,  workers  are  trained  to  review  health  policies  to  check 
for  possible  coverage.     Often  applicants  are  not  aware  of  coverage 
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EXHIBIT  3.6 
MEDICAID  QUESTIONNAIRE  AND  ASSIGNMENT 


RECIPIENT  NUV3£r» 


Please  answer  the  following  questions  and  either  Section  I,  Section  II  and  Section  III  if^cipgU  cable. 


DATE  0~  ACCIDENT 
OK  H05pl  T  ALI  Z  A  HON 


IF  ACCIDENT,  WHAT  HAPPENED? 


3.  Where  did  il  occur? 

|  "  al  work       [~|  automobile 


home 


ot!>cr 


SECTION  I 


PF  ACCIDENT: 

Joje  o*  occtc'e',t! 


b.  Police  Deportment 


ftcc  other  psrfy  ct 
yes      i   j  no 


I  d.  Are  ycu  making  a  claim  ogamst  other  porty' 
undetermined  I      Q~]  yes  J    |  no  |    ]  undecided 


e.  Other  party's,  insurance  corr.pcny  and  address: 


If.  Your  insurance  comp:,-y 


ic  you  received  a  settlement  or  other  benefits?  Exploin: 


you  represented  by  an  attorney?     |    |  yes     [^j  no     If  yes,  give  name  and  address: 


SECTION  II 


•iJURY  OCCURED  AT  WORK: 


[plain  what  happened 


ported  to  your  cmoioyer? 
yes  1    "I  no 


b.  Have  you  made  o  claim  for  compensation  benefits? 


c.  Nome  and  address  of  employer: 


d.  Is  an  attorney  handling 


If  yes,  fill  in 


THIRD  PARTY  RESPONSIBLE  FOR  MEDICAL: 


SECTION  ill 


Are  you  or  sny  of  yojr  fgmily  covered  by 
:ol  insurence      [   1  yes       ["™"|  no 


If  yes,  Nome  of  company: 


3ny  other  pirs;-  aeon  ordered  to  furni  sh  medical      ^         |f  yes,  Name  and  relationship:  (Ex-husband,  w(fe  child's  father,  mother) 


coverage  ro  yOj  cr  yojr  children?  [~]  yes       [~]  no 


> 


.rt  :r3j;,  whl  :h  CC  rl" 


circuit  probate 


> 


County 


Dote  of  court  order 


|  Do  you  kco ,v  <vhere2i:-rs  sf  the  person  liable 
e  ci  i  c '  _   >*s        [~|  no 


d.  Do  yoj  hove  a  copy  of 
the  order?  [    1  yes       j  no 


Name  ond  address : 


ipltyre'-.t; 


Badse  Numb. 


Sociol  Security  ?k.nr*f  ( 


;.  31  .  c'on  i'.i:.;csa(y 
ye-       f*  i  "»0 


!h.  Do  you  authorize  the  State  Department  of  Soci  :!  Services  ts  o:r  in  voor  to-  ;  r 
in  this  matter  with  the  Cc-rs?     j    j  yes       [  ~]  no 


J 


reaci  or  this  u.esticnnaire  was  r^ad  to  mo  and  it  is  correct. 


>!n-'7  SIGNATURE 


EXHIBIT  3.6 


ASSIGNMENT 


NOTE:   Please  have  recipient  read  this  assignment  and  make  the  necessary  explanations  to  be  sure  he 

understands  it. 

i,  (We)  hereby  assign  to  the  State  of  Michigan's  Department  of  Social  Services  my  entire  right  of  recovery 
for  the  cost  of  hospital  and  medical  services  now  or  later  paid  for  by  MEDICAID  or  any  other  State  Agency 
on  my  behalf,  against  any  individual  or  organization  resulting  from  

(ACC./  HOSPITALIZATION) 

MO.  /    OA.  /  VR. 

to    ,  which  occurred  on  or  about  

(MYSELF.  OAUGHTER,  SON,  ETC.) 

in  County;  and  acknowledge  their  right  of  recovery  as  stated  in  the  subro- 
gation provisions  of  applicable  State  and  Federal  laws. 


WITNESS 


RECIPIENT/ PAT  I ENT  SIGNATURE 


The  cbove  assignment  has  been  read  by/or  to  Mr(s)  ■  

ond  (s)he  states  that  (s)he  understands  it.  (S)He  also  acknowledges  that  (s)he  has  an  obligation  to  re- 
imburse the  State  of  Michigan  for  monies  spent  on  his/her  behalf  in  the  event  (s)he  has  a  right  of  recovery 
against  anyone  who  caused  the  accident  or  hospitalization  or  other  medical  expenses. 

/  / 


OATE  CASEWORKER 
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if  they  are  insured  by  another  family  member's  policy.     In  none 
of  the  States  except  Michigan  is  detailed  information  on  the  in- 
surance policy  asked  for  so  that  the  coverage  provided  can  be 
assessed  and  filed  for  billing  purposes.     As  the  Michigan  form  in- 
dicates, applicants  there  must  officially  assign  their  health  in- 
surance benefits  to  Medicaid. 

The  information  collected  in  Michigan  on  third  party  insurance 
is  by  far  the  most  comprehensive  in  all  five  study  States.  In 
other  States  availability  of  health  insurance  is  questioned  but 
not  verified.     Each  State  has  a  data  field  on  its  input  document 
for  the  Medicaid  eligibility  file  regarding  insurance  coverage 
but  they  all  report  that  it  is  not  effectively  used.^"    Neither  are 
recipients  in  other  States  required  to  assign  to  Medicaid  third 
party  benefits  to  which  they  may  be  entitled. 

Relationship  Between  Insurance  Coverage  and  the  Spend-down  Liability 

Therefore,  on  one  level,  issues  regarding  third  party  insurance 
deal  with  what  kind  of  information  is  collected  and  where  and  how  it 
is  used.    There  is  another  group  of  problems  regarding  third  party 
insurance,  however,  which  is  more  directly  relevant  to  spend-down: 
how  a  bill  is  divided  among  spend-down,  third-party  insurer,  and 
Medicaid. 

Federal  regulations  indicate  that  medical  expenses  which  may 
be  covered  by  insurance  can  be  used  as  a  part  of  the  spend-down  if 
at  the  point  of  application,  the  insurance  coverage  is  not  clear. 
However,  Federal  regulations  also  indicate  that  for  purposes  of  Federal 
financial  participation,  spend-down  cases  cannot  use  for  meeting  their 


For  example,  data  presented  in  Section  4.4  on  the  categorically 
needy  Medicaid  population  in  Massachusetts  shows  that  for  over  half 
of  those  eligible,  the  data  field  for  insurance  coverage  on  the 
input  document  was  incomplete. 
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spend-down  liabilities  expenses  subject  to  coverage  by  third  party 
insurers.    This  implies  that  at  some  point,  care  has  to  be  taken 
to  straighten  out  what  spend-down  expenses  were  and  were  not  cov- 
ered by  third  party  insurance.    Those  covered  otherwise  cannot  be 
used  as  a  part  of  the  spend-down,  i.e.,  spend-down  expenses  have 
to  be  out-of-pocket  expenses  or  obligations  for  the  recipient. 

None  of  the  study  States  really  deal  with  this  dilemma  directly 
in  their  State    Medicaid  policy .     Some  say  the  recipient's  spend-down 
liability  can  be  eventually  covered  by  third  party  insurance,  others 
say  it  cannot.     All  do  agree  that  Medicaid  should  be  reimbursed  for 
any  charges  it  may  have  paid  if  third  party  coverage  is  received. 

In  all  the  four  study  States  except  Utah,  general     policy  on 
third  party  coverage  was  relatively  uniform.     Medical  expenses  should 
be  billed  to  Medicaid  last,  after  the  patient  (in  the  event  the  bill 
is  part  of  the  spend-down)  and  third  party  insurer  have  been  billed. 
There  are  three  problems  with  this  policy.     First,  it  places  major 
responsibility  for  correct  division  of  invoices  on  providers.  Se- 
cond, it  does  not  address  the  question  of  potential  overlap  between 
a  spend-down  liability  and  insurance  coverage.     Third,  some  States 
(North  Carolina,  for  example)  will  go  ahead  and  have  Medicaid  pay  a 
provider  "in  good  faith"  when  a  recipient  has  third  party  coverage 
if  the  recovery  of  the  third  party  claim  cannot  be  settled  within 
sixty  days.     The  State  assumes  in  such  a  situation  that  the  provider 
will  eventually  credit  Medicaid  when  the  third  party  claim  is  received. 

Implementing  this  policy  is  almost  impossible.     An  example  best 
expresses  the  issues.     Take  a  recipient  covered  by  some  private  in- 
surance with  a  total  hospital  bill  of  $600.    The  recipient  has  a  $200 
spend-down.     Medicaid  goes  ahead  and  pays  $400  of  the  bill  since  the 
insurance  company  was  late  in  settling  the  claim.     Then  the  insurance 
company  pays  $200.    The  insurance  is  to  be  applied  first  to  Medicaid's 
portion  of  the  bill.     In  this  case,  the  hospital  will  receive  $200 
from  the  patient,  $200  from  the  insurance  company,  and  $200  from 
Medicaid. 
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Now  in  another  example,  take  a  $600  total  bill,  a  $300  spend- 
down,  and  a  $400  insurance  payment.    The  Medicaid  liability  is  $300 
when  it  was  not  known  what  the  insurance  would  pay.     However,  the 
insurance,  when  received,  covers  all  of  the  Medicaid  liability  and 
there  is  still  $100  left  over.    This  $100  of  the  insurance  is  de- 
ducted from  the  $300  spend-down  amount  which  results  in  a  lower 
spend-down  amount  of  $200.    Therefore,  the  hospital  would  receive 
$200  from  the  patient  and  $400  from  the  insurance  company.     In  this 
version,  therefore,  Medicaid  has  the  first  cut  at  private  insurance, 
and  only  if  there  is  excess  coverage  over  the  amount  of  Medicaid  lia- 
bility is  the  private  insurance  allowed  to  mitigate  the  spend-down 
liability. 

Most  State-level  policy  makers  agree  to  this  interpretation, 
even  though  this  runs  counter  to  Federal  regulations  which  state  that 
third  party  insurance  cannot  be  used  to  mitigate  the  spend-down 
liability.     This  system  also  does  not  take  into  account  any  rules 
regarding  the  assignment  of  spend-down  liability  to  non-Medicaid 
covered  expenses  first.     Furthermore  it  runs  counter  to  the  calcula- 
tion of  the  fulfillment  of  the  spend-down  liability  on  a  precise  date 
basis,  but  rather  takes  an  invoice  as  a  whole,  regardless  of  when 
charges  are  incurred. 

In  a  second  interpretation,  private  insurance  is  first  to  cover 
all  the  spend-down  amount,  based  on  the  rationale  that  the  recipient 
should  be  rewarded  for  having  taken  out  private  insurance  in  the  first 
place  and  therefore  he  is  entitled  to  its  benefits.     Thereupon,  the 
remainder  of  private  insurance  can  be  applied  to  the  hospital  or  pro- 
vider charge.    The  difference  is  then  charged  to  Medicaid.    This  pro- 
cedure clearly  is  out  of  compliance  with  Federal  regulations,  and  is 
again  incompatible  with  precise  eligibility  date  calculations.  However, 
it  raises  the  extra-programmatic  quasi-legal  issue  of  who  should  right- 
fully benefit  from  third  party  insurance  which  neither  Federal  regula- 
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tions  nor  State  plans  have  dealt  with  directly. 

A  third  interpretation  of  this  problem  (which  was  seen  in  North 
Carolina)  handles  the  issue  of  assignment  of  liability  by  date.  Take 
as  an  example  a  ten  day  stay  in  the  hospital.     From  Day  1  when  the 
recipient  enters  to  Day  3,  charges  accrue  to  the  amount  of  the  spend- 
down.     Therefore,  on  Day  3,  the  spend-down  liability  has  been  incurred 
and  the  recipient  becomes  authorized  for  Medicaid  benefits.  There- 
upon the  recipient  stays  in  the  hospital  another  seven  days  which  are 
covered  by  Medicaid.     In  this  example,  days  1-3  are  essentially  pa- 
tient liability  and  days  4-10  are  essentially  Medicaid  liability. 
VThen  private  insurance  is  introduced  to  this  case,  it  is  divided 
between  both  categories  of  liability  according  to  the  benefits  it 
can  cover  for  the  charges  on  each  day  of  the  hospital  stay.  Therefore, 
it  will  pay  a  percentage  of  the  spend-down  liability  according  to 
the  benefits  that  the  insurance  policy  allows  and  similarly  it  will 
apply  an  applicable  percentage  of  the  Medicaid  portion  of  the  bill 
according  to  the  benefits  of  the  policy.     Medicaid,  therefore,  makes 
up  the  difference  on  the  seven  days  of  the  stay  and  the  patient  makes 
up  the  difference  of  what  his  health  insurance  does  not  pay  for 
the  first  three  days  of  his  stay  at  the  hospital.     In  conclusion, 
therefore,  the  health  insurance  is  applied  equitably  to  both  portions 
of  the  bill  depending  on  the  date  and  types  of  charges  on  each  day 
of  the  stay  in  the  hospital. 

This  method    imposes  significant  burden  on  the  provider  who 
must  research  the  provisions  of  each  insurance  policy,  juggle  liabilities 
with  charges  on  a  day  by  day  basis   (irrespective  of  late  practitioner 
charges) .     This  method  does  not  discriminate  between  the  Medicaid- 
covered  and  non-Medicaid  covered  charges  for  the  assignment  of  spend- 
down  liability.     It  also  does  not  address  the  question  whether  third 
party  insurance  can  mitigate  the  spend-down  amount. 
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All  of  these  interpretations  and  approaches  to  handling  third 
party  liability  were  found  to  be  implemented  by  hospitals  in  one  or 
more  of  the  four  study  States  except  Utah.     All  hospitals  unanimously 
complained  of  the  undue  burden  the  spend-down  and  third  party  liability 
billings  imposed  on  their  accounting  departments.    They  also  revealed 
other  constraints  which  further  complicated  the  issue.     Since  third 
party  insurers  are  notoriously  slow  in  rendering  payment  of  their 
liabilities,  in  order  to  avert  cash  flow  problems  hospitals  are 
forced  to  subdivide  the  invoices  and  bill  all  parties  simultaneously. 
This  is  not  only  contrary  to  each  State's  policy  of  billing  Medicaid 
late,  but  also  puts  the  hospital  in  the  position  of  having  to  make 
adjustments  and  reimbursements  to  Medicaid  once  the  third  party  pay- 
ment comes  in.    This  is  a  further  complication  of  an  already  oper- 
tionally  complex  task.     Secondly,  since  Medicaid  reimbursement  rates 
are  habitually  low  in  providers '  eyes ,  they  feel  the  incentive  to 
assign  the  spend-down  and  third  party  liabilities  to  non-Medicaid 
covered  charges.     This  represents  not  only  additional  costs  to  Medi- 
caid, but  also  further  confusion  in  billings. 

It  is  clear  from  this  discussion  that  the  issue  of  third  party 
liabilities  and  how  they  relate  to  spend-down  amounts  and  billings 
is   extremely  complex  and  poorly  defined  by  most  States.     Only  Utah 
has  avoided  these  problems  due  to  its  unique  handling  of  spend-down 
liabilities  which  forestalls  third  party  coverage  becoming  confused 
in  billings.     Because  Utah  requires  that  the  spend-down  be  paid 
directly  to  the  State,  there  is  no  chance  of  any  insurance  being 
used  to  mitigate  the  spend-down  liability.     No  doubt  Utah's  system 
does  not  entirely  solve  the  issue  of  handling  insurance  claims  with 
providers,  but  it  does  eliminate  any  possible  confusion  between  the 
spend-down  liability  and  insurance  coverage.     The  fact  that  Utah 
skirts  this  problem  as  far  as  the  interface  of  spend-down  liabilities 
and  third  party  liabilities  represents  a  considerable  saving  in  ad- 
ministrative burden  and  costs  for  both  providers  and  the  party  respon- 
sible for  invoice  processing. 
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Collection  of  Third  Party  Liabilities 


Since  all  States'  professed  policy  regarding  third  party  lia- 
bilities stipulates  that  "Medicaid  is  to  be  billed  last",  in  theory, 
institutionalized  procedures  for  collecting  from  third  parties  would 
seem  to  be  unnecessary.     However,  as  mentioned  earlier,  the  State 
is  often  put  in  the  position  of  collecting  liabilities,  since 
third  party  insurers  are  slow  to  pay  their  portion  and  Medicaid 
frequently  covers  the  third  party's  portion  of  the  bill.  Medicaid 
is  also,  by  necessity,  in  the  position  of  wanting  to  avoid  confron- 
tation with  providers.     To  insure  their  participation  in  the  Title 
XIX  program,  Medicaid  must  reimburse  providers  as  quickly  and  ef- 
ficiently as  possible.     Otherwise,  it  would  not  "pay"  for  providers 
to  participate  in  the  program.     Thus,  Medicaid  agencies  are  under 
pressure  to  provide  as  complete  reimbursement  as  possible,  and  "ad- 
vance" third  party  payments  to  providers  if  delays  occur.     For  these 
reasons,  the  Title  XIX  agency  often  must  function  as  a  collection 
agency  with  regard  to  the  pursuit  of  third  party  insurers . 

In  Massachusetts  and  Maryland,  collection  activities  are  con- 
centrated on  accident  insurance  and  workman's  compensation  cases 
and  thus  have  little  to  do  with  spend-down  cases  per  se .     Only  North 
Carolina  and  Michigan  seem  to  be  aware  of  the  wider  complications 
of  the  third  party  liability  problem  and  have  instituted  measures  to 
control  and  monitor  it,  and  to  retrieve  appropriate  monies.  Both 
States'  activities  result  in  over  one  million  dollars  collected 
annually  which  indicates  the  true  size  of  the  problem.     The  rele- 
vance of  this  problem  to  spend-down  lies  in  the  fact  that  a  sizeable 

percentage  of  the  spend-down  population  carries  private  health  in- 
1 

surance . 


See  Section  4.1.5  for  a  description  of  health  insurance  coverage 
for  the  spend-down  population. 
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In  North  Carolina,  the  availability  of  private  health  insurance 
is  indicated  by  an  asterisk  on  the  labels  distributed  with  the  Medi- 
caid card.     These  labels  are  affixed  to  invoices  for  care  obtained 
by  eligible  recipients.     The  labels  serve  to  legitimize  the  invoice. 
Every  invoice  submitted  to  the  State  for  payment  that  has  a  label 
with  an  asterisk  on  it  is  referred  to  a  special  Insurance  Unit 
which  follows  up  insurance  liabilities.     Any  accident-related  invoice 
must  have  a  claim  (completed  by  the  provider)   attached  in  order  to  be 
honored.     For  other  invoices  involving  a  third  party  liability  the 
insurance  unit  researches  individually  what  the  insurance  policy 
covers,  adjusts  the  billings  if  necessary,  and  sends  a  series  of 
letters  out  requesting  payment.     The  Insurance  Unit  also  tracks  down 
policies  that  pay  beneficiaries  directly  and  requests  reimbursement, 
in  such  a  case,  directly  from  the  recipient. 

Such  individual  attention  to  third  party  collection  would  be 
impossible  in  a  State  with  a  large  Medicaid  program  such  as  Michigan. 
Rather  than  dealing  with  individual  claims,  the  Michigan  recovery 
activities  are  targetted  at  providers.     All  providers  are  sent  annual 
inquiry  forms  which  must  be  completed  recording  all  third  party  lia- 
bility transactions  and  their  collection.     Since  1971  the  State  has 
been  developing  a  new  recovery  program  designed  to  operate  within 
the  invoice  processing  and  eligibility  file  systems.     At  the  present 
time  these  activities  operate  primarily  ex  post  facto;  internal 
audits  of  billings  and  monitoring  of  Medicare  payments.     The  latter 
was  instituted  when  it  was  discovered  that  Medicare  was  being  rou- 
tinely by-passed  by  certain  providers  taking  advantage  of  Medicaid's 
higher  reimbursement  rates.     Two  new  provisions  of  the  recovery  pro- 
gram are  currently  under  development.     One  is  the  creation  of  a 
data  bank,  using  information  obtained  in  the  Medicaid  Questionnaire 
and  Assignment  Form    (cf .  Exhibit  3.6)  .     This  file  would  be  inte- 
grated into  the  eligibility  file  in  the  invoice  processing  cycle  to 
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flag  invoices  where  third  party  liabilities  were  involved.  Similarly 
this  file  would  be  used  to  perform  audits  on  invoices  received, 
checking  for  appropriate  third  party  billings.     By  integrating  these 
controls  into  the  invoice  processing  cycle  the  state  would  be 
effectively  protecting  itself  from  overpayment,  and  thus  from  the 
task  of  collecting  the  liabilities.     The  responsibility  of  collection 
would  thus  be  shifted  back  to  the  providers.     Although  Maryland  and 
Massachusetts  supposedly  have  insurance  information  available  through 
their  Medicaid  eligibility  files,  little  is  done  with  it.     As  men- 
tioned earlier,  the  information  available  on  insurance  varies  in 
specificity  and  hence,  usefulness. 

Since  programs  to  control  this  problem  of  collecting  third  party 
liabilities  are  largely  in  an  embryonic  state,  it  is  difficult  to  come 
to  any  conclusions  about  effective  activities.     The  only  significant 
observation  that  can  be  made  is  that  there  is  limited  awareness  of 
the  cost  critical  impact  of  third  party  liability  collection  in  most 
States.     Only  North  Carolina  and  Michigan  have  instituted  program 
controls  in  this  area. 

While  on  the  subject  of  third  party  collection,  it  also  should  be 
mentioned  that  none  of  the  study  States    (to  our  knowledge)  ever  goes 
back  to  check  on  possible  readjustment  of  the  spend-down  liability 
when  it  is  discovered  that  a  spend-down  case  is  definitely  covered 
through  a  third  party  insurer.     Conceivably  in  a  spend-down  situation 
with  third  party  coverage,  a  portion  of  the  expenses  for  the  spend-down 
liability  could  be  covered  as  well  as  those  charged  to  Medicaid. 
If  insurance  is  found  to  cover  any  of  the  spend-down  liability,  the 
liability  assignment  would  have  to  be  redone  which  would  effectively 
reduce  any  Medicaid  charges  by  the  amount  of  the  spend-down  lia- 
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bility  covered  by  the  third  party  insurance. 

Utah  has  essentially  the  same  problems  as  the  other  States 
except  Michigan  with  regard  to  collection  of  third  party  lia- 
bilities (excluding  the  spend-down  liability) .     The  responsibility 
is  left  mainly  to  providers  who  are  expected  to  follow  up  on 
other  insurance  claims  for  recipients  before  billing  Medicaid. 
The  State  does  anticipate  with  the  installation  of  a  sophisticated 
Medicaid  Management  Information  System  in  the  near  future  that  a 
more  consistent  monitoring  will  be  possible  of  claims  for  recipients 
who  have  indicated  third  party  coverage  on  their  initial  applica- 
tions.   At  the  present  time,  no  special  review  of  Medicaid  claims 
for  such  cases  is  undertaken. 


The  only  adjustment  of  the  spend-down  liability  as  a  result  of 
third  party  payments  that  may  occur  is  in  North  Carolina.     If  it  is 
found  that  a  client's  policy  pays  directly  to  the  beneficiary,  the 
Insurance  Unit  investigates  payments  received  and  demands  reimburse- 
ment by  the  client.     If  third  party  payments  were  for  expenses  used 
in  fulfillment  of  the  spend-down  liability,  reimbursement  would  tech- 
nically be  required  and  the  spend-down  and  eligibility  period  would 
be  adjusted.     However,  no  such  cases  had  ever  arisen  as  far  as  our 
informants  knew. 
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3.3.8  Redetermination 

In  all  States     once  a  spend-downer  has  fulfilled  his  liability 
an  input  document  is  submitted  to  the  State  office  which  commences 
card  issuance  and  payment  of  bills  incurred  with  that  card.  Except 
in  States  that  exercise  the  option  of  requiring  co-payments  that 
differentiate  the  categorically  and  medically  needy,  from  the  point 
of  entry  onto  the  eligibility  file,  the  spend-downer  is  identical  to 
all  other  Medicaid  recipients . 

The  same  input  document  that  initiates  card  issuance  also  es- 
tablishes an  end  date  for  the  eligibility  period.     All  States  except 
Massachusetts  have  made  the  end  date  for  a  spend-down  synonymous 
with  a  code  to  terminate  the  case.     After  that  date,  the  case  is  re- 
moved from  the  active  eligibility  files,  thereby  stopping  card  issu- 
ance and  payment  of  bills. 

However  in  Massachusetts,  a  negative  input  document  must  be 
submitted  in  order  to  activate  termination.    Since  local  offices  are 
notoriously  delayed  in  case  status  updates,  including  redetermina- 
tions and  terminations,  frequently  spend-downers  continue  to  re- 
ceive their  cards  long  after  thsir  eligibility  period  has  expired. 
This  was  also  found  to  occur  in  the  Baltimore,  Maryland,  of f ice 
where  there  was  a  large  incidence  of  incorrect  or  incomplete  informa- 
tion on  the  input  document.     The  automatic  termination  code  is  often 
not  indicated  and  therefore  spend-down  cases  like  all  other  cases, 
are  routinely  reviewed  and  kept  on  the  eligibility  files. 

Continuation  of  spend-down  eligibility  in  Massachusetts  due  to 
default  of  local  offices  to  input  termination  codes  can  be  ex- 
plained by  the  lack  of  any  incentives  for  redetermination  or  card 
control.     Massachusetts  alone  has  not  chosen  to  control  spend-down 
eligibility  by  implementing  automatic  terminations.     Although  the  four 
other  study  States  have  developed  procedures  for  reminding  local  offices 
of  cases  to  be  terminated,  spend-downers ,  unlike  other  Medicaid  recipient 

will  be  automatically  terminated  at  the  end  of  their  eligibility  period. 
-  - 
These  procedures  are  described  in  detail  in  the  following 
references:     Maryland  Case  Study  p.  9Iff ;  Michigan  p.  83ff;  North 
Carolina  p.  65ff ;  Utah  p.  53ff . 
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Interestingly,  in  the  one  State  (Massachusetts)  where  there  is  added 
pressure  to  redetermine  spend-down  cases  since  there  in  no  automatic 
cut-off,  there  is  no  reminder  system  or  incentive  implemented. 

In  Michigan  and  Maryland,  since  spend-downers  are  automatically 
terminated  they  are  not  part  of  the  mainstream  redetermination 
procedures.     Spend-downers  receive  only  termination  notices,  usually 
thirty  days  in  advance  of  cut-off.     If  they  require  further  coverage, 
they  must  return  to  the  local  offices  and  re-apply.     This  procedure 
is  in  contradistinction  to  redetermination  activities  for  other 
cases  where  application  forms  are  sent  to  clients  and  thereby  re- 
newal is  encouraged. 

On  the  other  hand,  in  North  Carolina  spend-downers  are  rou- 
tinely sent  redetermination  notices  along  with  other  clients.  In 
fact,  in  some  local  offices,  spend-downers'  redeterminations  were 
prioritized  since  they  would  otherwise  be  automatically  cut  off. 
Other  clients'  continuing  status  was  not  so  dependent  on  redeter- 
mination since  they  would  be  routinely  renewed.     Similarly,  in  Utah, 
the  State  sends  out  a  re-evaluation  form  and  an  information  letter 
explaining  renewed  spend-down  requirements  to  all  clients  whose 
eligibility  period  is  approaching  the  closing  date.     This  system 
avoids  the  risk  of  spend-down  termination  due  to  oversight  or 
backlog  in  local  offices. 

Significantly,  case  workers  in  North  Carolina  and  Utah  claimed 
there  were  very  few  "one-time-only"  spend-downers;  most  renewed 
their  eligibility  repeatedly.     In  Maryland  and  Michigan,  however, 
the  majority  of  spend-downers  were  found  to  be  single  eligibility 
period  cases.     Redetermination  procedures  used  by  these  States  may 
well  impact  the  success  of  repeated  spend-downers. 
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3.3.9    Explanatory  Materials  for  Staff,  Applicants  and  Recipients, 
and  Providers 

Until  two  years  ago,  in  each  study    State  explanatory  materials 
for  eligibility  staff  on  medical  assistance  were  subsumed  in  public 
assistance  manuals  and  circulars.     In  Massachusetts  and  Utah  this  sit- 
uation is  largely  unchanged.     Separate  sections  in  the  public  assistance 
manual  are  included  if  in  any  procedure  medical  assistance  case  work 
differs  from  public  assistance.     There  are  no  separate  sections  on  spend- 
down.     In  the  other  States,  action  has  been  taken  to  segregate  medical 
assistance  information,  and  thereby  to  broaden  its  coverage  and  insure  its 
specificity.     In  North  Carolina,  the  Bureau  of  Income  Maintenance  wrote  the 
manual  with  input  from  the  Medical  Services  Division.    While  there  is  no 
separate  Medical  Assistance  Manual  for  eligibility  procedures,  information 
on  the  scope  of  services  and  payment  structure  has  been  disaggregated  into 
a  separate  manual. 

In  Maryland,  a  new  Medical  Assistance  Manual  has  just  been  written 
this  year.     All  Medicaid  eligibility  had  been  subsumed  under  public  as- 
sistance information  previously.     Michigan  has  the  most  detailed,  com- 
prehensive, and  explicit  manual  materials  of  all  five  States.  The 
Michigan  Medical  Assistance  Manual  is  the  only  one  with  a  special  sec- 
tion describing  spend-down  eligibility  procedures.     The  Michigan  Manual 
is  tied  directly  into  the  forms  that  are  to  be  used  in  eligibility 
determination.     Thus  the  worker  can  be  guided  through  the  necessary 
computations  step  by  step  using  the  manual.     A  copy  of  the  spend-down 
section  of  the  Michigan  Manual  is  given  in  Exhibit  3.7. 

None  of  the  States  has  implemented  specialized  medical  assistance 
(or  spend-down)  training  for  eligibility  workers  to  date.  Michigan 
alone  was  developing  a  medical  assistance  training  program  at  the 
time  of  the  State  visit.     In  ail  other  States  Medicaid  eligibility 
is  covered  in  a  public  assistance  training  package.     Spend-down  is 
treated  as  a  special  case  of  the  standard  Medicaid  application.  No 
particular  attention  is  given  to  it. 
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EXHIBIT  3.7 

MICHIGAN  DEPARTMENT  OF  SOCIAL  SERVICES 


DEAPT 


ITEM 


302 


MEDICAL  ASSISTANCE 
ELIGIBILITY  MANUAL 


SUBJECT 


DETERMINATION  OF  EXCESS  INCOME 


PAGE 


15 


OATF.  ISSUED/ 
REVISED 


10-1-73 


CLIENTS  IN  OWN  HOME 
OR  OTHER  ARRANGEMENT  I 

Responsibil ity 

•  Assistance  Payments 
Worker 


•  Client 


a  Assistance  Payments 
Worker 


ACTION 

ELIGIBILITY  (ELIGIBILITY  PERIOD  -  6  MONTHS ) — An 
individual  in  his  own  home  or  in  a  TB  unit  of  a 
hospital  may  be  eligible  for  MA  provided  he  does 
not  have  excess  income. 

1.  If  there  is  excess  income  (on  p.  6,  step  7  of 
this  item),  deny  the  MA  application. 

2.  Notify  client  by  Form  Letter  DSS-114.  Client 
is  not  eligible  for  MA  until  he  (or  "family 
group"  members)  have  used  excess  income  for 
medical  expenses. 

SPENDING  EXCESS  INCOME— Excess  income  to  be  spent  is 
the  amount  obtained  from  computation  of  excess  in- 
come, page  5,  step  5  of  this  item. 

1.  Instruct  the  client  in  the  procedures  for  spending 
excess  income,  recording  medical  expenses,  and 
reapplying  when  excess  income  is  spent  on  allow- 
able medical  expenses. 

2.  Keep  record  of  medical  expenses  for  the  period 
from  date  of  computation  to  end  of  6  month 
eligibility  period.    (Use  reverse  side  of  Form 
DSS-114.) 

3.  Return  Form  DSS-114  when  incurred  and  paid  MA 
covered    medical  expenses,  and  incurred  non- 

.    covered  medical  expenses  are  equal  to  excess  . 
income,  if  within  the  6  month  eligibility  period. 


NOTIFYING  CLIENT  (AND  OTHERS) — Notification  of  denial 
will  be  as  fol lows : 

1.  Complete  front  side  of  Form  Letter  DSS-114  and 
send  to  client 

2.  If  client  is  in  a  TB  unit  of  a  hospital  send 

a  copy  of  Form  DSS-114,  or  other  notification, 
to  the  hospital. 

3.  If  the  case  involves  a  child  eligible  for  DSCC 
services,  send  a  copy  of  Form  DSS-114  or  other 
notification,  to  the  DSCC  coordinator. 
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MEDICAL  ASSISTANCE 
ELIGIBILITY  MANUAL 


SUOJECT 


DETERMINATION  OF  EXCESS  INCOME 


DATE  ISSUED/ 
REVISED 

Rev.  12-21 


CLIENTS  IN  OWN  HOME 
OR  OTHER  ARRANGEMENT; 
(Cont'd) 


9  Client 


Assistance  Payments 
Worker 


REVIEWING  ELIGIBILITY  AFTER  SPEND-DOWN  OF  EXCESS 
INC0ME--A  new  application  is  not  necessary  if  the 
client's  excess  income  is  spent  within  6  months  of 
the  first  day  of  the  month  in  which  the  original 
application  was  received. 

1.  Return  Form  DSS-114  with  medical  expenses  re- 
corded before  the  six  month  eligibility  period 
has  elapsed. 

NOTE :    When  client  returns  Form  DSS-114  after 
the  six  month  period  has  elapsed,  have  client 
initiate  a  new  application,  and  make  new  excess 
income  computation. 

2.  Review  the  medical  expenses  recorded  for  appro- 
priateness of  expense  and  verification. 

3.  If  expenses  recorded  are  allowable  and  properly 
verified,  open  MA.    Consider  the  completed  and 
returned  Form  DSS-114  to  be  a  reappli cation  for 
MA.    Use  original  application  Form  DSS-322  or 
DSS-323  providing  no  other  changes  have  occured 
affecting  eligibility. 

DETERMINING  EFFECTIVE  DATES  OF  ELIGIBILITY- -Eligibility 
begins  on  the  first  day  of  the  month  in  which  medical 
expenses  equaled  excess  income.    Eligibility  ends 
six  months  from  the  first  day  of  the  month  in  which 
the  application  for  assistance  was  received. 

-*r^^>  pxAMPLE :    An  application  for  assistance  was  received 
Jx^y     from  Mr.  S.  October  24,  1972.    He  was  determined  to  be 
otherwise  eligible  but  with  excess  income  of  $50.00. 
On  January  20,  1973,  Form  DSS-114  was  returned,  showing 
that  $50.00  of  incurred  noncovered,  and  MA  covered 
and  paid  medical  expenses  were  incurred  as  of  that 
date.    MA  eligibility  begin  date  will  be  January  1, 
1973,  and  MA  eligibility  end  date  will  be  March  31,1973. 
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Given  this  lack  of  specialized  information  regarding  spend-down 
either  in  training  or  in  explanatory  materials  it  is  significant  that 
the  program  is  implemented  with  as  much  uniformity  as  it  is. 

States  varied  in  their  specific  public  information  efforts^, 
but  shared  a  basically  laissez-faire  attitude  toward  them.  All 
States  felt  that  information  regarding  the  medical  assistance  pro- 
grams was  adequately  disseminated  to  the  target  potentially  eligible 
populations.     Whether  the  general  public  was  informed  specifically 
of  the  spend-down  program  was  not  considered  an  important  issue.  Since 
the  spend-down  program  in  most  States  is  primarily  directed  at  the 
emergency  rather  than  the  maintenance  situation,  it  is  not  felt  to  be 
essential  to  publicize  the  program.     For  this  reason,  in  none  of 
the  public  information  materials  or  activities  is  there  any  specific 
mention  or  explanation  of  the  spend-down  program. 

Explanatory  materials  to  applicants  and  recipients  were  dis- 
cussed in  Section  3.3.1.    How  much  a  spend-downer  is  told  regard- 
ing the  requirements  of  fulfilling  his  liability,  and  once  he  is 
eligible,  regarding  his  eligibility  period  and  renewal  procedures, 
depends  on  the  policy  of  the  State,  the  local  office  supervisor  and  the 
individual  workers'  style.     For  example,  North  Carolina,  as  a  State, 
tends  to  encourage  and  supply  spend-downers  with  information;  in 
Lynn,  Massachusetts,  similar  encouragement  and  helpful  explanatory 
information  is  provided;  while  in  Boston,  by  contrast,  procedures  are 
formalized,  and  only  a  minimum  of  information  is  disseminated.  It 
is  significant,  however,  that  in  no  State  is  specific  information 
regarding  spend-down  distributed  to  any  groups  other  than  the 
spend-downers  themselves.     Therefore,  should  a  medically  needy 


Public  information  activities  consisted  of  an  information 
pamphlet,  a  toll-free  line,  and  liaison  work  with  special  interest 
groups  (especially  elderly  groups).     Most  States*  pamphlets  were 
out  of  date  and  it  was  found  that  toll-free  lines  capture  mainly 
complaints  rather  than  requests  for  information. 
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recipient's  circumstances  change,  he/she  would  not  automatically  be 
aware  of  the  possibility  of  continued  Medicaid  coverage  under  the 
spend-down  program. 

States  vary  considerably  with  regard  to  the  explanatory  mater- 
ials they  distribute  to  providers  regarding  the  spend-down  program. 
Of  course  in  Utah,  there  is  no  need  for  providers  to  differentiate 
spend-downers  from  the  rest  of  the  Medicaid  population.  Providers 
will  never  have  to  divide  bills  between  recipient  and  Medicaid 
liabilities,  or  be  put  in  the  position  of  collecting  from  recip- 
ients. 

All  of  the  other  states,  on  the  other  hand,  must  insure  that 
their  providers  understand  the  meaning  of  a  patient  liability  and 
correctly  bill  all  responsible  parties.     The  providers  are  pivotal 
in  the  payment  process  since  correct  billings  can  avert  overpay- 
ment by  Medicaid.     Thus  it  "pays"  State  Medicaid  agencies  to  in- 
sure that  their  providers  understand  the  implications  of  spend-down 
and  the  intricacies  of  billing  procedures. 

Therefore,  all  study  States   (except  Utah)  have  developed  explanatory 
materials  for  providers  that  focus  almost  exclusively  on  billings.^ 
Little  or  no  explanation  of  eligibility  requirements  is  given. 
Providers  are  theoretically  only  concerned  with  recipients  —  once 
they  are  eligible.     This  is  obviously  untrue  with  respect  to  spend- 
downers,  and  the  fact  that  as  a  result,  providers  (especially  community 
providers)  are  often  unaware  of  the  spend-down  eligibility  process, 
the  spend-downer  can  be  hindered  in  his  attempts  to  incur  expenses 
in  fulfillment  of  his  liability.     This  was  found  to  occur  in  rural 
areas  in  North  Carolina  and  in  Baltimore  County,  Maryland.     In  both 
places,  ambulatory  spend-downers  had  difficulty  meeting  their  ex- 
cess because  providers  would  not  extend  them  services  "on  credit", 


Benefit  policy  is  the  other  major  area  that  concerns  providers 
since  unless  the  service  a  provider  renders  is  covered  by  Title  XIX, 
he  will  not  be  reimbursed. 
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i.e.,  without  the  bona  fide  assurance  of  reimbursement  that  a  Medi- 
caid Card  provides.     It  was  felt  that  if  providers  were  more  aware 
of  the  spend-down  process,  this  problem  might  be  averted. 

To  summarize,  the  study  States  were  varied  in  the  extent  to 
which  they  had  developed  good  explanatory  materials  regarding  spend- 
down,  in  spite  of  the  fact  that  all  acknowledged  spend -down  to  be 
confusing. 
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4.0    Study  Findings:     Recipient  Analysis  in  Three  States 


As  is  described  extensively  in  the  Recipient  Survey  Methodology 
(Appendix  B) ,  one  of  the  three  major  study  objectives  in  evaluating 
Medicaid  Spend-down  was  to  describe  and  compare  the  spend-down  popula- 
tion in  terms  of  sociodemographic,  behavioral,  and  economic  character- 
istics, as  well  as  health  utilization  patterns.     To  accomplish  this, 
in  three  States  Medicaid  case  records  were  reviewed  in  local  offices, 
a  personal  survey  was  conducted,  and  Medicaid  claims  were  anal- 
yzed for  four  populations  of  interest.     These  included  successful 
spend-downers  (SD's),  unsuccessful  spend-down  applicants  (USD's), 
medically  needy  recipients  who  did  not  have  to  spend-down  (MN's), 
and  categorically  needy  Medicaid  recipients  (CN's). 

The  recipient  analysis  was  conducted  using  randomly  selected  popu- 
lations in  seven  sites  among  three  States.     The  sites  included: 

•  Springfield,  Massachusetts 

•  Boston,  Massachusetts  •  Guilford  County,  North  Carolina 

•  Lynn,  Massachusetts  •  Baltimore  City,  Maryland 

•  Forsyth    County,  North  Carolina    •  Montgomery  County,  Maryland 

For  the.  analysis  of  spend-down,  unsuccessful  spend-down  and 
medically  needy  cases,  a  total  of  1,207  case  records  were  sampled 
across  the  seven  sites  —  433  in  Maryland,  421  in  North  Carolina, 
and  443  in  Massachusetts.     The  actual  survey  population  totaled 
974  persons. 

Our  response  rate  for  the  personal  survey  varied  from  68.4%  in 
Massachusetts  to  83.6%  in  North  Carolina  to  73,7%  in  Maryland.  De- 
tailed in  Table  4.1  on  the  following  page  are  the  actual  number  of 
respondents  interviewed  by  State,  survey  group,  and  category. 

In  addition  to  information  gathered  through  the  personal  survey, 
Medicaid  claims  data  was  obtained  for  the  survey  populations  in  North 
Carolina  and  Massachusetts.     Also  in  those  States,  data  was  obtained 
on  the  categorically  needy  population  for  the  survey  sites.  However, 
the  data  collected  for  the  categorically  needy  was  limited  to  that 
which  could  be  obtained  off  of  the  automated  Medicaid  eligibility 
and  claims  files  in  the  two  States. 
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TABLE  4.1 

DISTRIBUTION  OF  SURVEY  POPULATION  BY 


GROUP ,   CATEGORY ,   AND  BY  STATE 


MARYLAND 

  DIS- 

AFDC       MA- 21      AGED     ABLED  BLIND  TOTAL 

SD                61                          9  13  —  83 

MN                41                        34  43  —  118 

USD              63                        43  12  —  118 

TOTAL        165                        86  68  —  319 


NORTH  CAROLINA 


AFDC 

MA- 21 

AGED 

DIS- 
ABLED 

BLIND 

TOTAL 

SD 

35 

62 

51 

148 

MN 

37 

38 

31 

9 

115 

USD 

29 

29 

25 

6 

89 

TOTAL 

101 

129 

107 

15 

352 

AFDC 

MASSACHUSETTS 

DIS- 

MA-21      AGED  ABLED 

BLIND 

TOTAL 

SD 

31 

46 

19 

18 

114 

MN 

23 

14 

34 

35 

106 

USD 

23 

30 

22 

6 

83 

TOTAL 

77 

90 

77 

59 

303 

we. 


This  chapter  contains  the  results  of  the  recipient  analysis.     It  is 
made  up  of  four  sections.     Section  4.1  presents  a  description  of  the 
spend-down  population  across  the  seven  sites  according  to  the  major  vari- 
ables of  interest.     In  Seciton  4.2  a  comparison  is  made  of  the  spend- 
down  population  with  unsuccessful  spend-down  applicants  in  an  attempt 
to  isolate  those  factors  predictive  of  spend-down  success . 

Section  4.3  compares  the  spend-down  population  to  medically  needy 
recipients  who  are  eligible  for  Medicaid  without  having  to  spend-down, 
while  Section  4.4  compares  spend-downers  to  categorically  needy  Medicaid 
recipients . 

Before  going  into  the  recipient  analysis  findings,  it  is  appro- 
priate to  present  a  brief  review  of  some  major  statistics  regarding 
each  of  the  survey  sites. 

Springfield,  Massachusetts.     Springfield's  general  population 
size  is  206,529.     It  is  87.2%  white.     Seven  and  six-tenths  percent 
of  its  population  has  an  average  annual  income  of  $3,000  or  less. 
According  to  our  estimates,  the  medically  needy  population  there 
(including  spend-downers)  represents  about  2%  of  the  total  population. 

Boston,  Massachusetts.     Approximately  641,053  people  live  in  the 
city  of  Boston.     Eighty-two  percent  of  the  population  is  white.  Ten 
and  five-tenths  percent  of  the  total  population  has  an  average  annual 
income  of  less  than  $3,000.     Boston  had  the  greatest  percentage  of 
low-income  persons  relative  to  the  total  population  of  the  three 
Massachusetts  sites.     We  estimated  that  2%  of  Boston's  population  are 
enrolled  as  medically  needy  recipients  under  Medicaid. 

Lynn,  Massachusetts.     Lynn,  which  is  actually  a  suburban  area  to 
Boston,  has  a  population  of  165,206,  which  is  approximately  97%  white. 
The  medically  needy  group  in  Lynn  is  about  1%  of  the  total  population; 
8,6%  of  the  total  population  is  estimated  to  have  an  average  annual 
income  of  under  $3,000. 

Forsyth    County,  North  Carolina.     Forsyth    County,  which  includes 
the  city  of  Winston-Salem,  has  a  general  population  of  214,348  persons. 
Forsyth    County  is  predominantly  white   (75%).     Whites,  with  an  average 
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annual  income  of  $10,086,  are  considerably  more  affluent  than  blacks, 
whose  incomes  average  $5,732.     Ten  and  three-tenths  percent  of  the  pop- 
ulation has  an  annual  income  of  less  than  $3,000.     We  estimate  that 
the  medically  needy  population  equals  one  percent  of  the  total  population. 

Guilford  County,  North  Carolina.     Guilford  County  is  very 
similar  to  Forsythe  County  in  many  respects.     Although  it  is  some- 
what larger  (its  general  population  is  280,590),  it  is  also  75%  white; 
it  encompasses  a  major  city— Greensboro — and  the  medically  needy  popu- 
lation there  is  also  estimated  to  be  1%  of  the  general  population. 
It  is  more  affluent  than  Forsyth    County,  with  only  8.6%  of  the  popu- 
lation having  annual  incomes  under  $3,000.     The  average  annual  income 
for  whites  is  $10,440;  it  is  $6,423  for  blacks. 

Baltimore  City,  Maryland,     Baltimore  represented  several  extremes 
within  the  sample  of  survey  sites.     It  had  the  largest  population 
(905,759).     Its  medically  needy  population  is  estimated  to  be  2%  of 
the  total  population.     Among  the  sites  it  showed  the  highest  portion 
of  low-income  persons — 12.5%  of  the  population  have  incomes  of  less 
than  $3,000  annually.     Baltimore  City  also  has  the  largest  black  pop- 
ulation— 46.4%  of  the  total  population  are  black.     The  average  annual 
income  for  blacks  in  Baltimore  is  $7,287,  compared  to  $9,890  for  whites. 

Montgomery  County,  Maryland.     This  county  certainly  represented 
another  extreme  among  the  seven  survey  sites.     It  is  one  of  the  most 
affluent  counties  in  the  nation;  only  2.97%  of  its  population  of 
522,809  have  annual  incomes  of  less  than  $3,000.     Four  and  one-tenths 
percent  of  Montgomery  County's  population  is  black.     As  at  all  survey 
sites,  the  average  annual  income  for  blacks   ($10,512)  was  less  than 
that  of  whites  ($16,992). 


\ 
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4.1     Description  of  the  Spend-down  Population 


A  fundamental  study  task  was  to  collect  data  which  would  provide 
the  base  for  a  detailed  description  of  the  spend-down  population — 
who  they  are   (age,  sex,  race,  category);  what  their  income  status  is; 
how  they  found  out  about  spend-down;  what  their  health  utilization 
patterns  were  before  and  since  spending-down;  whether  they  have  paid 
the  spend-down,  etc. 

To  accomplish  this,  455  case  records  were  reviewed  on  spend-downers 
in  local  offices  at  the  seven  survey  sites  to  collect  case  identifying 
information,  and  then  interviews  were  conducted  with  345  spend-downers 
to  obtain  other  needed  information  of  a  more  personal  and  subjective 
nature.     114  spend-downers  were  interviewed  in  Massachusetts,  148  in 
North  Carolina,  and  83  in  Maryland. 

What  emerged  from  the  recipient  record  review  and  survey  findings 
regarding  spend-downers  is  summarized  in  Exhibit  4.1  on  the  following 
page.     The  remainder  of  this  section  details  the  study  findings. 
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EXHIBIT  4.1 

SUMMARY  DESCRIPTION  OF  SPEND-DOWN  POPULATION 


Categorical  Distribution 

No  pattern  across  sites 

In  North  Carolina,  spend-downers 
most  likely  to  be  aged  or  dis- 
abled 

Case  Size,  Age  and  Sex  of 
Household  Head 

No  pattern  across  sites,  prob- 
ably more  a  function  of  case 
category 

Race 

Spend-down  cases  more  likely  to 
be  black  than  general  population 

Income 

Adult  spend-down  cases  are  usu- 
ally just  over  State's  protected 
income  level;  AFDC  and  MA- 21 
cases  vary  more  in  income 

No  spend-down  cases  had  income 
of  over  $10,000  a  year 

The  most  frequently  mentioned 
source  of  income  is  OASDI 

Assets 

Frequency  of  home  ownership 
varies,  but  at  majority  of  sites 
at  least  one-quarter  of  spend- 

f"l  nw       v*  c    wpvp    Vt^m^>^*iTA7ri  ay*  c: 
UUWi  1  \_X.  o     Wul  Kz     1 I  \Jl ll^UWi  iCi  a 

Aged  spend-downers  are  most  like- 
ly to  be  homeowners 

No  pattern  across  sites  with  re- 
gard to  type  or  size  of  liquid 
assets 

Aged  and  disabled  spend-downers 
have  highest  average  liquid  as- 
set value. 

Debt 

Most  spend-downers  do  not  lose 
assets  after  becoming  eligible 
for  Medicaid;  however,  their 
debt  status  is  likely  to  become 
worse 
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EXHIBIT  4.1  (Continued) 


Health  Insurance 

Most  spend -downers  have  some 
type  of  health  insurance  cover- 
age prior  to  Medicaid  applica- 
tion 

No  pattern  as  to  type  of  insur- 
ance across  sites 

Aged  are  most  likely  to  have  in- 
surance; AFDC  and  MA- 21  case 
least  likely 

Referral  Service  to  Medicaid 

Most  cases  find  out  about  the 
spend -down  program  through  the 
welfare  office 

Previous  Eligibility  for  Medicaid 

No  pattern  across  sites 

Most  cases  in  North  Carolina  had 
been  previously  eligible;  oppo- 
site true  in  Massachusetts  and 
Maryland 

Previous  Spend-Down  Experience 

No  pattern  across  sites 

Close  to  a  majority  of  cases  in 
North  Carolina  had  spent-down 
before;  most  cases  in  Massachu- 
setts and  Maryland  were  spending 
down  for  first  time 

Reason  for  Applying  for  Medicaid 

Change  in  health  status  is  most 
likely  reason 

Size  of  Spend-Down  Liability 



No  pattern  across  sites 

Less  variation  in  liability  size 
in  Massachusetts  and  North  Caro- 
lina (averaged  around  $225  for 
6-month  period) ;  great  variation 
in  Maryland 

Spend-down  liability  represents 
6-23%  of  annual  income 

No  categorical  pattern  regarding 
liability  size 

Assignment  of  Spend-Down  Liability 

Most  spend -downs  assigned  to 
hospital 

,  J 
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EXHIBIT  4.1  (Continued) 


Payment  of  Spend-Down  Liability 

Most  spend-downers  report  paying 
off  their  liabilities 

No  pattern  across  sites  as  to 
nicLnou  or  payment.  • 

Likelihood  of  Prior 
Hospitalization 

No  pattern  across  sites 

Prior  Utilization  of  Physicians 

Most  spend— downers  have  seen  a 
doctor  at  least  once  in  year 
prior  to  application 

Prior  Utilization  of  Drugs  and 
Other  Types  of  Health  Services 

Most  spend-downers  show  high 
prior  costs  for  drugs  and  other 
health  services  prior  to  spend- 
down  application 

Ambulatory  Care  Utilization  Under 
Medicaid 

Much  higher  encounter  rate  than 
general  population 

Disabled  cases  show  highest  en- 
counter rate 

Acute  Hospital  Utilization  Under 
Medicaid 

Much  higher  utilization  rate 
than  general  population 

Disabled  cases  show  highest 
utilization  rate 

Pharmacy  Utilization  Under 
Medicaid  (Massachusetts  only) 

No  more  than  half  of  spend -down 
cases  have  drug  expenses 

Aged  and  disabled  show  highest 
drug  expenses 

112 


4.1.1    Categorical  Composition  and  Related  Sociodemographic  Charac- 
teristics (Tables  A2,  Bl,  B3  and  B4)1 

Indicated  below  is  the  categorical  distribution  of  the 

spend-down  population  for  each  State.     The  ranges  are  based  on  the 

differences  between  sites  in  each  State. 


TABLE  4.2 

CATEGORICAL  DISTRIBUTION  OF  THE  SPEND-DOWN  POPULATION 


STATE 

AFDC 

MA-21 

AGED 

DISABLED 

Massachusetts 

15- 

37% 

11-43% 

12- 

71% 

4- 

29% 

North  Carolina 

23- 

28% 

42- 

47% 

30% 

Maryland 

34- 

78% 

11- 

27% 

10- 

39% 

Obviously,  there  is  not  a  discernible  pattern  among  the  States  in 
terms  of  the  categorical  composition  of  the  spend-down  population. 
As  a  matter  of  fact,  in  Maryland  and  Massachusetts  there  is  not 
even  consistency  in  spend-down  categorical  distribution  between 
the  sites  within  each  State.     Only  in  North  Carolina  is  the  cate- 
gorical composition  of  the  spend-down  population  fairly  uniform, 
with  aged  and  disabled  cases  substantially  dominating  the  group. 

The  size  of  cases  and  the  age  distribution  of  case  members  gen- 
erally follow  the  categorical  distribution,  as  could  be  expected. 
For  sites  in  which  the  AFDC  spend-down  population  is  large,  the 
spend-down  cases  have  more  case  members,  with  many  of  them  being 
under  age  21. 

2 

The  sex  of  the  head  of  household    for  spend-down  cases  showed 
some  interesting  variation  among  the  States.     In  Massachusetts  and 
North  Carolina,  the  spend-down  group  was  dominated  at  every  site  by 
female-headed  cases,  but  in  Maryland  spend-down  cases  were  headed 
by  males  47%  of  the  time  in  Montgomery  County  and  67%  of  the  time 
in  Baltimore  City.     This  cannot  be  explained  by  the  categorical  dif- 
ferences; however,  it  is  difficult  tc  know  what,  if  any,  significance 
should  be  attached  to  this  difference,  or  what  the  implications 
might  be.  ' 

The  tables  referenced  by  each  section  heading  refer  to  the 
tables  in  Volume  VII,   "SURVEY  DATA  TABLES". 
2 

As  the  B3  table  indicates,  if  there  are  no  adult  case  members, 
the  first  case  member  (the  oldest)  on  the  RSF  was  used  as  the  head 
of  the  household. 


4.1.2  Racial  Distribution  (Table  B2) 

At  five  of  the  seven  sites,  the  percentage  of  blacks  in  the  spend- 
down  population  is  higher  than  the  percentage  of  blacks  in  the  general 
population.     Only  in  Boston  did  blacks  appear  to  be  underrepresented; 
while  in  Guilford  Councy,  the  racial  composition  of  the  spend -down 
population  was  identical  to  that  of  the  general  population. 

4.1.3  Economic  Status  (Tables  B5  through  BIO) 


Even  though  the  spend-down  population  by  definition  has  income 
which  exceeds  each  State's  medically  needy  eligibility  level,  spend- 
downers  are  by  no  means  a  wealthy  group  in  any  of  the  States  .  At 
none  of  the  sites  did  the  income  of  any  case  sampled  exceed  $10,000 
annually.     Presented  below  is  the  income  distribution  by  site  for  the 
spend-down  group. 


TABLE  4.3 


INCOME  DISTRIBUTION  OF  SPEND-DOWN  POPULATION 


Annual  Income 
$ 

0  -  1,000 
1,001  -  2,000 
2,001  -  3,000 
3,001  -  4,000 
4,001  -  5,000 
5,001  -  6,000 
6,001  -  7,000 
7,001  -  10,000 
10,000+ 


MASSACHUSETTS 


Spring- 
field 


Boston  Lynn 


2.0% 


27. 

7% 

3. 

7% 

9. 

8% 

22. 

2% 

39. 

4% 

9. 

8% 

11. 

6% 

21. 

9% 

19. 

6% 

23. 

9% 

15. 

7% 

29. 

4% 

9. 

2% 

9. 

3% 

19. 

6% 

5. 

4% 

9. 

8% 

9. 

8% 

NORTH  CAROLINA 


MARYLAND 


Guilford  Forsyth 


33.8% 
50.6% 
9.9% 
4.4% 

1.0% 


1.5% 

25.7% 
51.8% 
13.6% 
3.9% 
3.5% 


Bait.  Mont. 
City  Co. 


2.3% 

4.4% 

8.8%  65.9% 

26.5%  9.1% 

20.6%  13.6% 

16.2%  4.5% 

10.3%  2.3% 

13.2%  2.3% 


TOTAL 


100% 


100%  100% 


100% 


100% 


100% 


100% 

 I 


Due  to  the  differences  among  the  study  States  in  the  actual  income 
level  established  as  the  protected  income  level  (See  Section  3.2) ,  we 
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would  expect  to  see  comparatively  higher  incomes  among  the  Massachu- 
setts spend-down  group.     Maryland's  protected  income  levels  are  only 
slightly  higher  than  the  levels  in  North  Carolina,  so  that  the  differ- 
ence between  the  distribution  in  these  two  States  should  be  only  slight. 

However,  as  the  table  above  indicates,  these  assumptions  did 
not  turn  out  to  be  true.     Spend-downer  annual  income  distributions 
relative  to  the  protected  income  levels  were  not  consistent  among  the 
study  States.     Massachusetts  and  North  Carolina  showed  similar  dis- 
tributions in  that  most  spend-downers  were  just  over  the  protected 
levels;  Maryland,  however,  did  not  show  the  same  pattern. 

In  Massachusetts,  as  expected,  the  incomes  were  higher  for  the 
spend-down  population  than  those  in  the  other  States;  however,  the 
distribution  is  consistent  given  the  relatively  higher  protected  in- 
come levels  in  the  State.     Sixty-eight  to  ninety-six  percent  of  the 
spend-downers  in  Massachusetts  had  annual  incomes  in  the  $3001  -  $6000 
range.     It  should  be  kept  in  mind  that  Massachusetts  also  has  many 
AFDC  and  MA- 21  cases  in  its  spend-down  group.     These  tend  to  be 
larger  cases  and  therefore  have  higher  incomes  which  somewhat  dis- 
torts the  results  and  skews  the  distribution. 

In  North  Carolina,  84-93%  of  the  spend-down  cases  had  annual 
incomes  of  less  than  $3000.     This  is  particularly  interesting  since 
North  Carolina  has  such  a  relatively  large  spend-down  population  and 
is  dominated  by  adult  category  spend-down  cases.     Obviously  North 
Carolina  spend-down  cases  are  "borderline";  consequently,  we  can 
expect  them  to  have  smaller  average  spend-down  amounts. 

The  distribution  of  annual  incomes  for  spend-downers  in  Mary- 
land is  the  most  confusing  of  the  three  States.     Montgomery  County 
seems  fairly  consistent  --  66%  of  the  spend- down  group  fall  in  the 
$2001-$ 3000  a  year  income  range.     Since  adult  cases  dominate  the 
spend-down  group  there,  this  seems  reasonable.     It  would  imply  that, 
as  in  North  Carolina,  spend-down  amounts  could  be  expected  to  be 
relatively  small. 

Results  for  Baltimore  City,  on  the  other  hand,  are  difficult 
to  analyze.     AFDC  cases  dominate  the  spend-down  caseload  there  (78%) 
but  it  is  still  surprising  that  40%  of  the  spend -down  cases  have 
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incomes  over  $5000  a  year.     This  is  particularly  strange  since  the 
protected  income  levels  are  not  that  high  in  Maryland.     However,  given 
this  distribution,  we  would  expect  to  see  relatively  large  spend- downs 
for  the  Baltimore  City  group. 

As  the  preceding  paragraphs  would  indicate,  the  categorical  pat- 
terns in  the  spend-down  groups  among  the  States  are  a  possible  ex- 
planatory variable  for  the  income  distribution.     Therefore  analysis 
was  done  of  the  income  distribution  for  spend-downers  by  category 
among  the  States.     The  majority  of  adult  category  spend-down  cases 
at  all  but  one  site  were  usually  not  far  above  the  annual  protected 
income  level;  AFDC  cases  showed  a  greater  variation  in  annual  income 
which  cannot  be  entirely  attributable  to  variation  in  case  size. 

Maryland's  protected  income  level  for  a  one-person  case  is 
$1700;  for  two  persons  $2300.     In  Montgomery  County,  Maryland, all  of 
the  aged  cases  and  79%  of  the  disabled  spend-down  cases  had  incomes 
of  less  than  $3000  annually.     As  indicated  earlier,  Baltimore  is 
harder  to  understand  —  87%  of  the  aged  cases  and  50%  of  the  disabled 
cases  had  annual  incomes  of  over  $3000,     However,  Baltimore  was  the 
only  survey  site  in  which  a  significant  portion  of  adult  spend-down 
cases  had  somewhat  high  annual  incomes  relative  to  the  State's  pro- 
tected income  level. 

In  North  Carolina  whose  protected  income  levels  for  adults  are 
almost  the  same  as  Maryland's  levels,  at  both  sites  a  substantial 
majority  of  the  adult  spend-down  cases  had  incomes  of  less  than 
$3000  annually.     In  Massachusetts   (although  average  incomes  were 
higher) ,  the  majority  of  adult  spend-down  cases  in  all  sites  had  in- 
comes of  less  than  $4000  annually  which  is  not  too  far  above  the 
adult  protected  income  levels  in  the  state  ($2916  for  a  one-person 
case  and  $4080  for  a  2  person  case) . 

Turning  to  AFDC  (and  MA-21) ,  there  is  not  a  clear  pattern  of 
most  spend-down  cases  clustering  around  the  protected  income  levels. 
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Only  in  North  Carolina  does  a  clear  majority  of  AFDC  spend-down 
cases  have  low  annual  incomes.     As  a  consequence,  we  would  expect 
spend-down  amounts  for  AFDC  cases  in  Maryland  and  Massachusetts  to 
show  a  wide  distribution  in  size,  with  a  substantial  number  of  cases 
with  relatively  large  excess  income  amounts. 

The  three  major  income  sources  for  spend-downers  were  found  to 
be  OASDI,  earned  income  and  income  from  various  pensions.     The  dis- 
tribution of  spend-down  cases  with  these  income  sources  by  site  is 
shown  below. 


TABLE  4.4 
INCOME  SOURCES  OF  SPEND-DOWN  CASES 


MASSACHUSETTS 

NORTH  CAROLINA 

MARY 

LAND 

Income 
Source 

Spring- 
field 

Boston 

Lynn 

Guilford 

Forsyth 

Bait. 
City 

Mont. 
Co. 

Earned 
Income 

25% 

14% 

41% 

9% 

9% 

67% 

22% 

OASDI 

77% 

72% 

39% 

9i% 

86% 

25% 

76% 

Pensions 

52% 

37% 

33% 

17% 

13% 

12% 

35% 

In  five  of  the  seven  sites,  a  majority  of  spend-down  C3ses  had 
OASDI  income  and  it  was  the  most  frequently  mentioned  income  source. 
This  was  especially  true  in  North  Carolina,  where  86%  to  91%  of  the 
spend-down  cases  had  OASDI  income.     In  that  State,  spend-down  is  cer- 
tainly not  dominated  by  the  workinq  poor;   it  is  likely  that  the  high 
proportion  of  aged  and  disabled  cases  influences  the  large  number  of 
cases  with  OASDI  income.     In  Massachusetts,  all  three  income  sources  were 
reported  by  a  substantial  portion  of  the  spend-down  caseload.  Massachu- 
setts consistently  showed  a  higher  frequency  of  spend-downers  with  pension 
income  than  was  true  for  the  other  sites. 

The  Baltimore  City  spend-down  group  again  showed  up  differently 
from  spend-downers  at  other  sites.     There,  only  25%  of  the  cases  had 


income  from  OASDI,  while  67%  had  earned  income.     The  Montgomery  County 
pattern  was  similar  to  that  observed  for  other  sites  —  OASDI  was  the 
major  source  and  was  also  cited  by  a  majority  of  the  spend-down  cases. 

Another  economic  characteristic  of  interest  in  analyzing  the 
spend-down  population  is  the  availability  of  assets  or  resources. 
Two  types  of  assets  were  examined  in  the  survey  —  home  ownership 
and  other  "liquid"  assets  (savings,  cash-on-hand,  cash  surrender  value 
of  life  insurance,  stocks,  bonds,  etc.) 

The  frequency  of  home  ownership  for  the  spend-down  group  varied 
between  sites.     However,  in  five  out  of  seven  sites,  from  over  one- 
quarter  to  one-half  of  the  spend-down  population  were  home  owners. 
Indicated  below  is  the  average  incidence  of  home  ownership  by  sites. 


TABLE  4.5 
SPEND-DOWN  HOME  OWNERSHIP 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring-  „ 
„ .     *      Boston  Lynn 
field 

Guilford  Forsyth 

Bait.  Mont. 
City  Co. 

Average  %  of 
Home  Ownership 

29%           16%  36% 

23%  34% 

28%  57% 

These  particular  figures  are  most  intriguing  when  analyzed  by 
site.    Examining  the  extremes,  in  Montgomery  County  (one  of  the 
wealthiest  counties  in  the  nation) ,  over  half  of  the  spend-downers 
were  homeowners,  yet  as  the  earlier  figures  showed,  the  income  dis- 
tribution of  the  spend-down  group  there  was  low.     Boston  spend-downers, 
on  the  other  hand,  showed,  the  lowest  percentage  of  home  ownership. 

In  six  out  of  seven  sites,  the  aged  spend-downers  had  the  high- 
est proportion  of  home  ownership.  Only  in  Springfield  were  the  aged 
less  likely  to  own  their  homes  than  spend-downers  in  other  categories. 
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Of  perhaps  even  greater  significance,  at  four  of  the  sites  60%  to 
100%  of  the  aged  spend-downers  were  homeowners.     In  Montgomery  County, 
all  of  the  aged  owned  their  own  homes. 

No  other  particular  categorical  patterns  emerged  across  sites 
or  within  States,  except  that  in  North  Carolina  there  was  the  least 
degree  of  variation  among  the  spend-down  categories  in  terms  of  home 
ownership.     In  the  other  two  States,  patterns  of  ownership  by  cate- 
gory varied  tremendously,  except  for  the  aged.     Indicated  below  is 
the  categorical  breakdown  of  home  ownership  by  site. 

TABLE  4.6 


CATEGORICAL  DISTRIBUTION  OF  HOME  OWNERSHIP 
FOR  SPEND-DOWNERS 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring- 
Z..   .  j      Boston  Lynn 
field  2 

Guilford  Forsyth 

Bait.  Mont. 
City        Co . 

AFDC 
MA- 21 
AGED 
BLIND 
DISABLED 

33%              8%  48% 
45%            20%  19% 
27%            67%  67% 
18%              0  50% 

23%  24% 

24%  43% 
23%  30% 

20%  40% 

60%  100% 
56%  43% 

No  clear  pattern  emerged  as  to  whether  or  not  the  spend-down 
population  is  likely  to  have  any  liquid  assets.     Twenty-six  per  cent 
of  the  spend-down  cases  at  one  site  in  Massachusetts  reported  no 
liquid  assets,  contrasted  with  52%  of  the  cases  at  another  site  in 
the  state.     In  North  Carolina,  from  59%  to  84%  of  the  spend-down 
cases  had  no  liquid  assets;  in  Maryland,  from  63%  to  91%.  Generally, 
spend-downers  in  Massachusetts  seemed  more  likely  to  have  liquid 
assets  than  the  same  group  in  the  other  two  States.     It  should  be 
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mentioned  that  in  case  files,  records  regarding  assets  other  than 
home  ownership  vary  tremendously  among  the  States;  therefore,  the 
reliability  of  any  conclusion  regarding  assets  would  be  questionable. 

When  spend-down  cases  did  report  liquid  assets,  the  types  most 
frequently  mentioned  were  savings,  cash  on  hand  and  insurance  with 
cash  surrender  value.     The  average  value  of  these  liquid  assets  for 
the  spend-down  group  by  site  is  shown  below. 


TABLE  4.7 

AVERAGE  VALUE  OF  LIQUID  ASSETS 
FOR  SPEND-DOWNERS 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring-  _ 
~_ .     *      Boston  Lynn 
field  J 

Guilford  Forsyth 

Bait. 
City 

Mont. 
Co. 

Average  Value 
of 

Liquid  Assets 

$612          $329  $312 

$129  $46 

$45 

$86 

Obviously,  Massachusetts  spend-downers  had  by  far  the  highest  average 
value  of  liquid  assets  compared  to  spend-downers  in  the  other  two 
states.    However,  there  was  considerable  variation  within  each  State. 
In  all  three  States,  the  average  liquid  asset  value  for  spend-downers 
at  one  site  would  be  nearly  double  that  of  another  site.    An  important 
finding  is  that  a  majority  of  spend-downers  in  at  least  half  the  sites 
had  no  liquid  assets  at  all;  furthermore,  when  cases  did  have  assets, 
the  relative  value  was  quite  low. 

It  seemed  possible  that  there  might  be  variation  in  terms  of 
the  average  liquid  asset  value  among  the  spend-down  group  by  recipient 
category.     Presented  below  are  the  data  tabulations  showing  the  cate- 
gorical distributions. 
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TABLE  4.8 


CATEGORICAL  DISTRIBUTIONS  OF  AVERAGE  LIQUID  ASSETS 
FOR  SPEND-DOWNERS 


Spend- down 

Recipient 

Category 

MASSACHUSETTS 

NORTH 

CAROLINA 

MARYLAND 

Spring- 
field 

Boston 

Lynn 

Guilford 

Forsyth 

Bait. 
City 

Mont. 
Co. 

AFDC 

$237 

$185 

$259 

$172 

$25 

$36 

$74 

MA-21 

$206 

$193 

$187 

AGED 

$754 

$192 

$800 

■  $129 

$84 

$119 

$225 

BLIND 

$533 

$676 

$430 

$94 

$13 

$33 

DISABLED 

$140 

At  each  site  but  one,  either  the  aged,  blind  or  disabled  category 
spend-downers  had  the  highest  average  liquid  asset  value.  In  Massa- 
chusetts particularly,  the  aged  in  Lynn  and  Springfield  and  the  disabled 
cases  in  Boston  had  considerably  higher  average  liquid  asset  values. 

To  get  at  the  issue  of  whether  or  not  Medicaid  helps  prevent 
financial  indigence,  spend-downers  who  had  been  on  Medicaid  less  than 
a  year  were  asked  a  series  of  questions  regarding  their  credit  status 
prior  to  and  since  Medicaid  eligibility.     Because  the  respondent 
population  for  these  questions  was  so  small,  the  reliability  of  this 
resultant  data  is  open  to  question;  consequently,  the  findings  should 
be  reviewed  with  caution. 

First  of  all,  spend-downers  were  asked  whether  or  not  they  had 
any  assets  prior  to  their  Medicaid  application  which  they  no  longer 
possessed.    At  every  site,  the  majority  of  respondents  indicated 
that  they  had  not  lost  any  assets  since  Medicaid  eligibility. 

This  same  group  of  spend-downers  were  also  asked  if  they  were 
in  debt  prior  to  their  Medicaid  application.  There  was  no  consis- 
tent pattern  in  any  State  as  to  the  previous  debt  status  of 
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spend-downers .  At  some  sites  a  majority  of  the  group  reported  they 
had  been  in  debt  while  at  other  sites  the  majority  of  spend-downers 
reported  they  were  not  in  debt. 

However ,  a  majority  of  spend-downers  at  all  of  the  survey  sites 
but  one  reported  their  debt  status  had  gotten  worse  since  being 
eligible  for  Medicaid/  i.e.,  they  had  either  gotten  into  debt  or 
more  into  debt. 

If  more  reliability  could  be  placed  on  the  data  for  those  sur- 
vey items,  we  could  conclude  that  as  a  group,  no  pattern  exists  as 
to  the  prior  credit  status  of  spend-downers.    After  spending  down 
and  becoming  eligible  for  Medicaid,  however,  it  appears  that  many 
spend-downers  experience  financial  difficulty  and  are  in  debt.  How- 
ever, the  majority  of  spend-downers  do  not  lose  any  of  their  assets. 

4.1.4    Health  Insurance  Coverage  (Table  El? 

One  of  the  issues  of  particular  interest  in  analyzing  the 
spend-down  population  is  the  extent  to  which  spend-downers  have  third 
party  insurance  coverage.     At  all  of  the  sites  but  one  (Boston) , 
the  majority  of  spend-downers  had  some  type  of  insurance  coverage 
during  the  year  prior  to  their  Medicaid  application.     Indicated  below 
is  the  type  of  insurance  coverage  by  site  for  the  spend-down  group. 


TABLE  4.9 

INSURANCE  COVERAGE  OF  SPEND-DOWN  CASES 


Type  of 

Insurance 

Coverage 

MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring- 
field 

Boston 

Lynn 

Guilford 

. Forsyth 

Bait. 
City 

Mont . 
Co. 

Private 

Health 

38% 

18% 

46% 

68% 

38% 

36% 

4% 

Insurance 

Medicare 

34% 

4% 

13% 

39% 

10% 

60% 

Other 

6% 

8% 

4% 

2% 
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As  the  table  indicates,  there  is  not  a  consistent  pattern  as  to  type 
of  insurance  for  spend-downers  across  sites  or  within  States.  For 
example,  the  proportion  of  spend-downers  with  private  health  insurance 
varies  from  4%  to  68%  across  sites;  similarly,  from  4%  to  39%  reported 
Medicare  coverage.     In  five  of  the  seven  sites,  private  health  insur- 
ance was  the  most  frequently  cited  type  of  insurance  coverage. 

However,  there  are  some  consistent  categorical  differences  re- 
garding insurance  coverage  among  the  sites.     The  table  below  depicts 
by  category  the  percentage  of  spend-downers  at  each  site  with  no  in- 
surance coverage . 


TABLE  4.10 

SPEND-DOWNERS  WITH  NO  INSURANCE  COVERAGE  BY  CATEGORY 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring- 
Z..   ,        Boston  Lynn 
field 

Guilford  Forsyth 

Bait.  Mont. 
City  Co. 

AFDC 
MA-21 
Aged 
Disabled 

33%            50%  33% 
25%            44%  30% 
17%             0%  0% 
50%          100%  33% 

25%  25% 

0%  10% 
0%  50% 

50%  50% 

0%  0% 
0%  100% 

At  each  site,  almost  all  the  aged  spend-down  cases  had  some  type  of 
insurance  coverage  prior  to  their  Medicaid  application.     No  clear 
pattern  emerged  for  disabled  spend-downers.     From  25%  to  50%  of  the 
AFDC  and  MA-21  cases  at  all  sites  had  no  prior  insurance  coverage 
of  any  type.     Consequently,  spend-down  family-related  cases  are  the 
category  least  likely  to  have  any  health  insurance  coverage  prior 
to  Medicaid  eligibility. 
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4.1.5    The  Experience  of  Spend-downers  with  the  Medicaid  Program 
(Tables  CI  through  C3,  C5  through  C7) 

Most  spend-down  cases  found  out  about  the  Medicaid  program  ini- 
tially through  family  and  friends,  the  welfare  office  or  through 
health  providers,  with  no  one  referral  source  consistently  dominant. 
However,  in  each  State,  the  major  source  of  initial  information  about 
spend-down  per  se  is  the  local  welfare  office.     Furthermore,  most 
cases  did  not  know  about  spend-down  until  the  point  of  application 
or  when  they  were  being  transferred  from  the  "MA- only"  program.  In 
fact,  in  North  Carolina  54%  of  the  spend-downers  at  one  site  and 
84%  at  the  other  site  learned  of  spend-down  when  they  were  no  longer 
eligible  as  medical  assistance- only  recipients. 

These  findings  support  the  observation  that  the  general  public 
is  not  familiar  with  the  spend-down  approach  to  Medicaid  eligibility. 
It  had  been  hypothesized  that  providers  were  the  major  referral 
source  for  spend-down;  however,  this  was  not  substantiated  by  survey 
results. 

Sixty  to  sixty-eight  per  cent  of  the  spend-down  cases  in  North 
Carolina  had  been  previously  eligible  for  Medicaid  either  as  cash 
or  medically  needy  recipients,  compared  to  24%  to  43%  of  the  Massa- 
chusetts and  14  to  25%  of  the  Maryland  spend-down  populations .  Con- 
sequently, a  sizeable  portion  of  the  spend-down  group,  in  at  least 
one  of  the  States  (North  Carolina) ,  have  had  previous  eligibility 
for  Medicaid  before  becoming  spend-downers.     This  would  seem  to 
indicate  that  the  spend-down  program  varies  among  the  States  from  a 
situation  in  which  the  spend-down  program  draws  recipients  mainly 
from  outside  the  Medicaid  system  to  a  situation  in  which  the  overall 
Medicaid  recipient  population  is  fairly  stable  with  the  main  varia- 
tion occurring  by  eligibility  status. 

A  closer  look  at  the  status  with  regard  to  this  variable  is 
interesting.     In  North  Carolina  35%  to  43%  of  the  spend-downers  had 
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been  previously  eligible  for  Medicaid  for  two  or  more  years.  This 
provides  even  further  substantiation  as  to  the  stability  of  the 
spend-down  population  there.     This  seems  consistent  with  the  findings 
of  the  Administrative  Analysis  regarding  the  differences  of  the 
North  Carolina  program  policies  and  procedures  as  compared  with  other 
states. 

Massachusetts  spend-downers  were  split  almost  evenly  at  each 
site  as  to  previous  Medicaid  eligibility.     Lynn  showed  the  lowest 
proportion  of  spend-down  cases  with  Medicaid  eligibility  of  more 
than  one  year,  while  Springfield  had  the  most. 

Spend-downers  in  Maryland  showed  the  smallest  rate  of  previous 
Medicaid  eligibility.     75%  of  the  spend-downers  in  Montgomery  County 
had  never  been  eligible  before;  neither  had  86%  of  the  spend-down 
group  in  Baltimore  City. 

Pronounced  patterns  among  the  survey  States  are  seen  in  the 
previous  spend-down  experience  of  the  spend-down  population.  In 
Massachusetts  most  spend-downers  were  first  time  spend-downers  (65%  to 
73%) .     In  Maryland  91%  to  94%  of  the  spend-down  group  were  spending- 
down  for  the  first  time.     On  the  other  hand,  in  North  Carolina  44%  to 
67%  of  the  spend-down  group  had  been  previous  spend-downers  with  a 
sizeable  portion  having  several  prior  spend-down  incidents. 

Obviously  the  spend-down  program  in  Massachusetts  and  Maryland 
is  working  more  as  a  "one-shot"  program,  in  contrast  to  the  relative 
stability  of  the  spend-dcwn  program  in  North  Carolina.     As  documented 
in  the  North  Carolina  case  study,  the  program  there  has  worked  more 
as  a  regular  insurance-type  health  program,  with  workers  encourag- 
ing recipients  to  reapply  whenever  an  eligibility  period  ends. 
Spend-down  redetermination  there  is  handled  in  a  more  similar  fashion 
to  the  other  Medicaid  eligibility  groups.     Not  surprisingly,  15%  to 
23%  of  the  spend-downers  in  the  State  had  spent-down  three  or  more 
times  before. 
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In  contrast,  Massachusetts  and  Maryland,  as  a  generalization, 
are  much  less  encouraging  to  potential  spend-downers  either  at  the 
point  of  initial  application  or  at  the  point  of  eligibility  expira- 
tion.    This  is  carried  out  more  by  "benign  neglect,"  confusing  notices 
and  less  personal  contact  with  spend-down  recipients  than  anything 
else.     In  summary,  these  two  States  see  spend-down  more  as  an  emer- 
gency or  one-time-only  health  care  program,  whereas  North  Carolina 
treats  spend-down  as  an  on-going,  continuing  method  of  obtaining 
Medicaid  eligibility,  similar  to  health  insurance  with  an  income- 
related  deductible. 

4.1.6    The  Spend-Down  Process  (Tables  C8,  D2  through  D9) 

A  majority  of  spend-down  recipients  at  every  survey  site  indi- 
cated that  the  reason  for  their  Medicaid  application  was  a  "change 
in  health  status,"  as  opposed  to  a  change  in  income,  transfer  from 
cash  assistance,  or  other  causes.    This  is  particularly  interesting 
since  it  implies  that  most  spend-downers  have  recently  experienced 
definite  health  problems  and  therefore  could  be  expected  to  experi- 
ence relatively  greater  utilization  of  health  services  once  eligible 
for  Medicaid  than  other  eligible  Medicaid  groups.     This  is  further 
indicated  since  spend-downers  have  to  demonstrate  some  health  care 
needs  and  incur  expenses  just  to  become  eligible,  whereas  the  cate- 
gorically needy  and  other  medically  needy  recipients  need  only  to 
have  incomes  less  than  the  protected  income  level  to  be  eligible. 

Some  other  patterns  could  be  seen  within  States  with  regard 
to  the  reason  for  Medicaid  application.     In  North  Carolina,  18%  to 
20%  of  the  spend-downers  indicated  they  applied  for  Medicaid  be- 
cause they  needed  assistance  with  their  long-term  health  care  needs 
which  is  not  surprising  given  the  predominance  of  aged  and  disabled 
recipients  in  that  State.     In  Maryland,  22%  to  23%  of  the  spend-downers 
cited  a  change  in  income  as  the  reason  for  their  application;  this 
was  also  a  frequently  cited  reason  in  Massachusetts. 
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No  consistent  pattern  was  found  among  the  States  as  to  the 
relative  size  of  the  spend-down  liability.     The  table  depicted  below 
shows  the  range  of  spend-down  amounts  by  site  for  the  successful 
spend-down  population. 


TABLE  4.11 
SPEND-DOWN  AMOUNT  BY  SITE 


SPEND-DOWN 

AMOUNT 
(6  Month 
Accounting 
Period) 

MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring- 
field     B°ston  Lynn 

Guilford  Forsyth 

Bait.  Mont. 
City  Co. 

28.4%         31.6%  27.5% 
26.5%        20.8%  15.7% 
16.8%        29.1%  31.4% 
18.2%        18.3%  25.4% 

17.5%  23.7% 
17.3%  21.0% 
49.3%  31.5% 
14.6%  23.6% 

9.0%  88.6%* 

7.0% 
14.0%  4.6% 
67.0%  6.8% 

$0  -  $50 
$50  -  $101 
$101  -  $300 
$300+ 

See  discussion  in  Appendix  B,  the  Recipient  Methodology,  regarding 
problems  with  spend-down  cases  in  Montgomery  County. 

Although  spend-down  is  available  as  a  Medicaid  eligibility 
approach  to  categorically  related  persons  of  all  income  levels,  few 
spend-downers  at  the  study  sites  had  high  incomes  or  large  spend-down 
amounts,,  except  for  Baltimore  City.    There,  21%  of  the  spend-down 
liabilities  were  over  $1000;  5%  of  the  Boston  spend-downers  had  lia- 
bilities of  this  size.     Interestingly,  Massachusetts  had  the  largest 
portion  of  spend-downers  with  spend-down  liabilities  of  less  than 
$100,  with  the  range  going  fron  42%  to  65%.    North  Carolina  also 
had  a  large  portion  of  spend-downers  with  relatively  low  amounts  of 
excess  income;  35%  to  44%  of  the  spend-down  liabilities  were  for 
less  than  $100.     This  means  that  in  both  of  the  States,  a  signifi- 
cant portion  of  the  spend-down  group  are  truly  borderline  cases 
since  at  maximum  the  average  excess  per  month  would  be  around  $17 
above  the  protected  income  level.     To  a  great  extent  then,  in  these 
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two  States,   (North  Carolina  and  Massachusetts)  spend-down  is  really 
a  group  just  over  the  medically  needy  level. 

Maryland,  however,  presents  a  strange  picture  with  roost  of  the 
spend-down  amounts  in  Montgomery  County  clustered  under  $50  and  the 
majority  of  the  cases  in  Baltimore  at  over  $300.    As  indicated  in 
the  Recipient  Methodology  (Appendix  B)\  the  spend-down  sample  in 
Montgomery  is  somewhat  off  because  spend-down  eligibility  there  was 
not  being  accurately  determined,  thus  explaining  in  part  why  there 
were  so  many  cases  with  low  spend-down  amounts.     However,  it  is  dif- 
ficult to  explain  the  unusually  high  spend-down  amounts  in  Baltimore. 
As  shown  in  the  earlier  section,  many  Baltimore  spend-downers  also 
had  unusually  high  incomes.     A  possible  explanation  is  that  spend- 
down  in  Baltimore  is  used  only  for  cases  with  large  medical  expenses; 
applicants  with  lower  spend-downs  may  be  screened  or  need  care  from 
service  providers  in  the  community  and  are  not  able  to  incur  their 
liability. 

Interestingly,  the  average  spend-down  amounts  by  site  do  not 
vary  that  much  among  the  sites  in  Massachusetts  and  North  Carolina, 
but  the  two  Maryland  sites,  as  implied  earlier,  show  considerable 
variation.    The  average  spend-down  amounts  per  site  are  indicated 
in  the  table  below. 


TABLE  4.12 
AVERAGE  SPEND-DOWN  AMOUNT 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring      Boston  Lynn 
fxeld 

Guilford  Forsyth 

Bait.  Mont. 
City  Co. 

Average 

Spend-Down 

Amount 

$170          $244  $277 

$223  $235 

$668  $115 

See  pages  and  B-7  in  Appendix  B. 
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Keeping  in  mind  that  the  average  spend-down  amount  for  each  site 
represents  excess  income  for  a  six-month  period  and  going  back  to 
the  income  distribution  shown  for  the  spend-down  population,  it  is 
obvious  that  spend-down  represents  a  substantial  income  expenditure 
or  incurrence  for  health  needs  by  the  spend-down  group. 

Another  way  of  analyzing  the  size  of  the  spend-down  liabilities 
is  to  calculate  the  percentage  of  total  income  for  spend-down  recip- 
ients that  the  spend-down  liability  represents.^"    Indicated  below 
are  the  results  by  site. 


TABLE  4 .13 

SPEND-DOWN  LIABILITY  AS  PERCENTAGE  OF  TOTAL  INCOME 


Average 
Spend-down 
Liability 
as  a  Per- 
centage of 
Income 

MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring-  _ 
- .   ,  .      Boston  Lynn 
field 

Guilford  Forsyth 

Bait.  Mont. 
City        Co . 

6.9%          9.1%  10.3% 

14.9%  14.6% 

23%  5.6%* 

- *Montgomery  County  spend-down  liabilities  are  lower  than  they 
should  be  since  the  county  was  incorrectly  calculating  them. 

Significantly,  in  the  two  States  (North  Carolina  and  Maryland)  with 
lower  protected  income  levels,  the  spend-down  liability  represents 
a  larger  proportion  of  income  as  an  average  for  the  spend-down  popu- 
lation.    However,  across  all  sites,  in  order  to  qualify  for  Medicaid, 
spend-downers  are  forced  to  expend  a  significant  portion  (6%  to  23%) 
of  their  annual  income  for  health  care.     This  is  well  above  the  1970 
national  average  of  4.4%  for  all  income  groups. 

*To  make  this  comparison  to  annual  case  income,  we  doubled  the 
spend-down  liability  per  case  since  it  was  calculated  for  a  six  month 
period . 

2 

Expenditures  for  Personal  Health  Services;     National  Trends  and 
Variations  1953-1970,     Public  Health  Service,  Health  Resources  Admin- 
istration, Department  of  Health,  Education  and  Welfare. 
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Since  North  Carolina's  Medicaid  program  requires  co-payments  for 
its  medically  needy  cases,  the  out-of-pocket  health  expenditures  for 
spend-downers  there  would  be  even  greater  than  these  figures  indicate 
Co-payments  cannot  be  counted  as  a  part  of  the  spend-down  liability. 

It  is  interesting  to  consider  another  implication  of  the  size  of 
the  spend-down  liabilities.    Multiplying  them  out  by  the  projected 
spend-down  caseload  size  for  each  site,  it  is  readily  apparent  that 
the  spend-down  program  represents  a  considerable  economic  commitment 
on  the  part  of  the  recipient  population,  in  addition  to  the  monies 
spent  by  Medicaid. 

For  example,  the  average  spend-down  amount  in  Guilford,  North 
Carolina,  was  $23  per  eligible  case,  which, multiplied  by  an  estimated 
eligible  population  of  470  cases  in  1974,  comes  to  $104,810  in  recipi- 
ent liabilities.    Baltimore  City,  with  an  average  of  $668  per  spend- 
down  case  and  approximately  88  spend-down  cases  in  1974,  realized 
$58,784  in  recipient  cost  incurrences.     Spend-down  liabilities  for 
Lynn  can  be  estimated  to  run  close  to  $20,498  annually  ($277  x  74  re- 
cipients) .     Since  the  spend-down  population  in  North  Carolina  repre- 
sents such  a  significant  portion  of  the  medically  needy  population, 
the  State  is  realizing  considerable  cost  avoidance,  yet  still  provid- 
ing health  services  to  a  very  low  income  group. 
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The  table  depicted  below  shows  the. average  spend-down  by  site 
and  category.     No  pattern  can  be  discerned  among  sites  regarding 
the  size  of  the  spend-down  liability  by  category.^    The  closest  cate- 
gorical trend  observable  is  that  in  five  of  the  seven  sites,  the  aged 
have  the  lowest  spend-down  liabilities.     North  Carolina  showed  the 
only  categorical  consistency  among  the  three  States  —  at  both  sites 
there,  the  AFDC  spend-down  cases  had  a  higher  average  spend-down 
amount  than  either  of  the  adult  categories. 

TABLE  4.14 

AVERAGE  SPEND- DOWN  AMOUNT  BY  SITE  AND  CATEGORY 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

S^ri??     Boston  Lynn 
field 

Guilford  Forsyth 

Bait.  Mont. 
City  Co. 

AFDC 
MA"  21 

AGED 

DIS- 
ABLED 

$160        $355  $212 
$470        $336  $335 
$117        $100  $103 
$355        $107  $330 

$320  $323 

$117  $213 
$355  $182 

$709  $140 
$513 

$526  $172 
...  -   

One  hypothesis  regarding  spend-down  is  that  hospitals  are  the 
most  likely  provider  to  be  assigned  spend-down  liabilities.  Survey 
data  across  all  sites  does  indicate  that  hospitals  by  far  receive 
the  highest  dollar  proportion  of  spend-down  liability  assignments. 


As  the  actual  data  tabulations  regarding  the  average  spend-down 
amounts  by  category  show  (D2  Tables  in  Volume  VII) ,  the  reliability 
of  the  spend-down  amounts  by  category  by  site  was  not  high  for  all 
the  sites,  due  to  the  small  sample  sizes.     Consequently,  we  hesi- 
tate to  draw  any  definite  conclusions. 
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The  table  below  depicts  for  each  site  the  distribution  of  spend-down 
liability  assignments.     This  pattern  would  also  seem  to  indicate  that 
spend-down  is  not  serving  an  on-going  health-maintenance  function; 
instead  spend-down  is  reaching  a  population  with  major  hospital  needs. 

TABLE  4.15 

DISTRIBUTION  OF  SPEND-DOWN  LIABILITIES  BY  PROVIDER 


MASSACHUSETTS 

NORTH 

CAROLINA 

MARYLAND 

Type  of 
Health  Care 

Spring- 
field 

Boston 

Lynn 

Guilford 

Forsyth 

Bait. 
City 

Mont. 
Co. 

Hospital 

$126 

$112 

$226 

$137 

$204 

$623 

$89 

Ambulatory 

$19 

$38 

$46 

$40 

$38 

$3 

$3 

Drugs 

$36 

$5 

$10 

$59 

$18 

Other 

$12 

$1 

$3 

The  majority  of  spend-down  cases  in  each  State  (50%  to  84%)  indi- 
cated that  they  were  able  to  use  all  the  health  expenses  which  they 
had  toward  meeting  their  spend-down  liability.     Massachusetts  (which 
has  the  most  liberal  policy  according  to  our  analysis  regarding  health 
expenses  allowable  as  part  of  the  spend-down)  showed  the  lowest  propor- 
tion of  spend-downers  who  were  able  to  use  all  their  health  expenses  in 
spend  ing-down . 

When  non-allowable  expenses  were  mentioned,  the  most  frequently 

cited  health  expenses  were  non-prescription  drugs,  transportation, 

and  past  health  debts.1 

Across  all  sites,  except  Baltimore,  from  53%  to  60%  of  the 

spend-down  cases  reported  that  they  had  fully  paid  their  spend-down 

liability.     Furthermore,  an  additional  7%  to  15%  of  the  cases  at 

these  six  sites  reported  they  had  at  least  partially  paid  their 

spend-down  liability.    As  is  indicated  below,  it  is  fascinating  that 

the  proportions  were  so  close  at  each  site  except  one. 


Only  three  months'  retroactive  coverage  for  medical  expenses  is 
permissable  under  Federal  regulations. 
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TABLE  4.16 
PAYMENT  OF  SPEND-DOWN  LIABILITIES 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Payment  of 
Spend->Down 

Spring- 
field 

Boston 

Lynn 

Guilford  Forsyth 

Bait. 
City 

Mont. 
Co. 

Fully  Paid 

60% 

59% 

53% 

53%  55% 

12% 

60% 

Partially 
Paid 

14% 

14% 

12% 

13%  15% 

22% 

7% 

Again,  the  pattern  in  Baltimore  is  difficult  to  explain.  The 
spend-down  payment  rate  in  Baltimore  was  about  half  that  found  at 
the  other  sites.     It  should  be  remembered  too,  that  Baltimore  had 
the  highest  average  spend-down  amounts. 

However,  as  a  generalization,  it  seems  reasonable  to  say  that 
most  spend-downers  are  actually  spending  their  excess  income  on 
health  expenses  and  not  merely  incurring  them.     Of  course,  this 
response  was  self-reported  information,  and  no  attempt  was  made  to 
verify  by  individual  case  whether  or  not  the  liability  had  in  fact 
been  paid. 

The  remaining  cases  at  each  site  had  not  paid  anything  at  all 
or  else  would  not  indicate  to  the  interviewer  any  information  re- 
garding the  payment  status  of  their  spend-down  liability.  Interest- 
ingly, some  indicated  that  the  provider  to  whom  the  liability  was 
assigned  had  not  required  they  pay  it. 

One  of  the  recurring  issues  with  spend-down  is  the  "cash  flow" 
problem  caused  by  requiring  applicants  to  pay  for  health  expenses 
equaling  their  excess  income  in  the  beginning  of  the  six  month 
accounting  period.       (See  Section  3.3.2  for  a  discussion  of  this  prob- 
lem) .     Spend-down  recipients  at  each  site  who  had  fully  or  partially 
paid  their  spend-down  liability  were  asked  how  they  were  able  to 
pay  it.     Indicated  below  are  the  major  payment  methods  for  the 
spend-down  liability  by  site. 
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TABLE  4.17 
MEANS  OF  SPEND-DOWN  LIABILITY  PAYMENT 


Method  of 
Spe  n  d—  Down 
Payment 

MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring- 
field 

Boston 

Lynn 

Guilford 

Forsyth 

Bait. 
City 

Mont. 
Co. 

Payment 
Schedule 
with  Provider 

8% 

62% 

43% 

27% 

36% 

26% 

rf*  V  td 

99% 

Paid  all  at 
once 

81% 

22% 

39% 

27% 

30% 

25% 

71% 

Insurance 
paid  part 

1% 

10% 

11% 

14% 

19% 

13% 

Paid  as 
purchased 

9% 

1% 

4% 

18% 

6% 

36% 

3% 

No  definite 

pattern 

among  sites  emerged  as  to 

method  of 

payment 

for  the  spend-down  liability.     62%  of  the  spend-downers  who  had  fully 
or  partially  paid  their  liability  in  Boston  used  an  extended  payment 
schedule;  8%  of  the  same  group  in  Springfield  used  this  approach. 
At  four  out  of  seven  sites,  the  extended  payment  approach  was  most 
frequently  mentioned;  at  two  of  these  sites  (Springfield  and  Baltimore) 
the  majority  of  spend-downers  who  had  paid  some  or  all  of  their  lia- 
bility said  they  did  so  all  at  once. 

4.1.7     Prior  Health  Utilization  Patterns   (Tables  E2  -  E19) 

Those  spend-down  survey  respondents  who  had  been  enrolled  in 
Medicaid  less  than  a  year  were  asked  a  series  of  questions  about  their 
health  utilization  patterns  prior  to  becoming  eligible  for  Medicaid. 
All  percentages  in  this  section  are  based  on  the  responses  of  this  sub- 
sample  of  the  spend-down  group.     Since  the  results  of  health  research, 
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in  general,  have  shown  considerable  inaccuracies  in  self -reporting  of 
past  health  utilization,  this  study  chose  to  explore  retrospective 
utilization  with  only  those  respondents  enrolled  in  the  Medicaid  pro- 
gram for  less  than  a  year.     Even  for  the  past  health  care  information 
which  was  obtained,  certainly  less  than  optimal  reliability  can  be 
placed  on  the  data  because  the  samples  were  so  small. 

Presented  in  the  following  sections  are  data  on  prior  health 
utilization  patterns  of  the  spend-down  population  by  major  types  of  ^ 
health  care  providers.     The  number  of  respondents  by  site  is  provided 
when  relevant. 

Hospitals   (Tables  E2 ,  E3) 

Among  the  States  and  sites,  there  was  considerable  variation  as 
to  the  portion  of  the  spend-down  population  which  had  been  hospital- 
ized during  the  year  prior  to  their  Medicaid  eligibility.     The  por- 
tion of  the  spend-down  group  who  had  been  hospitalized  at  least  one 
night  were  by  site:     Lynn  -  25%;  Boston  -  29%;  Springfield  -  19%; 
Forsyth    -  32%;  Guilford  -  16%;  Baltimore  -  24%;  and  Montgomery  -  85%. 
In  spite  of  the  fact  that  there  is  no  consistent  pattern  for  the 
spend-down  group  regarding  prior  hospitalization,  it  is  significant 
that  respondents  at  each  site  were  well  above  the  national  average 
in  terms  of  their  annual  hospital  utilization  rates. 

Also  of  interest  is  the  average  annual  expenditure  for  those 
who  had  been  hospitalized.     This  varied  substantially  among  the 
survey  sites,  with  a  low  of  $661  per  case  in  Boston,  to  a  high  of  $1,683 
per  case  in  Lynn,  Massachusetts.     The  average  annual  expenditure  for 
hospitalization  by  site  is  depicted  below. 
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TABLE  4.18 

SPEND-DOWNER 
AVERAGE  ANNUAL  HOSPITAL  EXPENDITURES 
PRIOR  TO  MEDICAID  ELIGIBILITY 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring-  „ 
~_ ,  .  .      Boston  Lynn 
field 

Guilford  Forsyth 

Bait.  Mont. 
City  Co. 

Average 
Annual 
Hospital 
Expend. * 

$745          $661  $1683 
n=20           n=15  n=13 

$900  $947 
n=ll  n=20 

$1034  $670 
n=50  n=6 

*"n"  represents  number  of  respondents. 

Considering  that  these  are  averages  based  on  the  entire  group  that 
answered  these  questions,  it  is  obvious  that  some  of  the  spend-down 
cases  had  extremely  high  expenditures  for  hospital  care  before  they 
became  eligible  for  Medicaid.     The  national  average  individual  expendi- 
ture for  hospital  care  in  1970  was  $104  per  person.1 

Physicians   (Tables  E6,  E7) 

A  majority  of  spend-down  cases  at  five  of  the  sites  had  seen 
a  doctor  at  least  once  in  the  year  prior  to  their  Medicaid  eligibility. 
An  exception  was  the  spend-down  group  in  Boston,  where  only  30%  of 
the  cases  had  utilized  physicians*  services  during  the  same  time 
period.    Also  in  Forsyth    County,  49%  of  the  spend-down  group  had 
utilized  physician  services. 

Money  expended  for  physicians'  services  by  the  spend-down  group 
during  the  prior  year  ranged  from  an  average  of  $107  to  $617  among  the 
survey  sites.    Average  annual  expenditures  by  site  are  shown  below. 


Expenditures  for  Personal  Health  Services;     National  Trends  and 
Variations  1953-1970,     Public  Health  Service,  Health  Resources  Admin- 
istration, Department  of  Health,  Education  and  Welfare. 
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TABLE  4.19 
SPEND-DOWNER 

AVERAGE  ANNUAL  EXPENDITURES  FOR  PHYSICIAN  SERVICES 
PRIOR  TO  MEDICAID  ELIGIBILITY 


Average 

Annual 

Expenditure 

for 
Physician 
Services* 

MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring-  _ 
. .            Boston  Lynn 
field 

Guilford  Forsyth 

Bait.  Mont. 
City        Co . 

$160          $617  $239 
n=20         n=15  n=13 

$107  $230 
n=ll  n=20 

$208  $375 
n=50  n=6 

*"n"  represents  number  of  respondents. 


Among  the  sites  the     Boston     group  by  far  had  the  highest  average 
annual  expense. 

Drugs  (Table  Ell) 

Spend-down  cases  varied  tremendously  among  the  sites  as  to  the 
amount  of  money  spent  on  drugs  and  supplies  prior  to  Medicaid  eligi- 
bility.    Indicated  below  is  the  average  annual  expenditure  per  site. 

TABLE  4.20 
SPEND-DOWNER 

AVERAGE  ANNUAL  EXPENDITURES  FOR  DRUGS 

PRIOR  TO  MEDICAID  ELIGIBILITY 


Average 
Annual 
Drug 
Expend . * 

MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring- 
- .   .  .      Boston  Lynn 
field  1 

Guilford  Forsyth 

Bait.  Mont. 
City  Co. 

$301          $54  $128 
n=20         n=15  n=13 

$175  $312 
n=ll  n=20 

$34  $183 
n=50  n=6 

*"n"  represents  number  of  respondents. 
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Across  all  sites,  drugs  and  supplies  were  a  consistently  high  expen- 
diture item. 

Nursing  Homes   (Tables  E14,  E15) 

None  of  the  spend-down  group  on  Medicaid  less  than  a  year  had 
stayed  in  a  nursing  home  during  the  year  prior  to  their  Medicaid 
eligibility. 

Other  Health  Services   (Tables  E18,  E19) 

A  majority  of  the  spend-down  cases  at  all  but  one  of  the  survey 
sites  indicated  they  had  incurred  "other"  health  expenses  such  as 
home  health  services,  ambulances,  dental  care,  eye  glasses,  hearing 
aids,  etc.  during  the  year  prior  to  their  Medicaid  eligibility.  For 
"other"  health  services,  spend-down  case  expenditures  ranged  from 
$20  to  $144  a  year  among  the  sites.     Indicated  below  are  average 
annual  expenditures  for  the  spend-down  group  for  these  types  of  ex- 
penses. 

TABLE  4.21 
SPEND-DOWNER 

AVERAGE  ANNUAL  EXPENDITURES  FOR  "OTHER"  HEALTH  CARE 
PRIOR  TO  MEDICAID  ELIGIBILITY 


Average 

Annual 

Expenditure 

for  Other 

Health 
Services* 

MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

S^X?^      Boston  Lynn 
field 

Guilford  Forsyth 

Bait.  Mont. 
City  Co. 

$125          $144  $108 
n=20         n=15  n=13 

'     $20  $22 
n=ll  n=20 

$104  $135 
n=50  n=6 

*"n"  represents  number  of  respondents. 


Totaling  the  various  types  of  average  annual  health  expenditures 
by  spend-down  recipients  at  each  site  prior  to  their  Medicaid  eligi- 
bility, significant  results  emerge,  as  indicated  below. 
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TABLE  4.22 


TOTAL  ANNUAL  HEALTH  EXPENDITURES  PRIOR  TO  MEDICAID 
ELIGIBILITY  AMONG  SPEND- DOWNERS 


Total 
Annual 
Expend .  * 

MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Sprinq- 
~_ .   ,  ,        Boston  Lynn 
field 

Guilford  Forsyth 

Bait-  Mont. 
City  Co. 

$1331        $1476  $2158 
n=20         n=15  n=13 

$1202  $1511 
n=  1]  n=20 

$1440  $1363 
n=50  n=6 

"n"  represents  number  of  respondents. 


These  results  clearly  indicate  that  the  spend-down  group  prior  to 
their  Medicaid  eligibility  have  generally  experienced  large  health 
care  expenditures. 

4.1.8    Medicaid  Health  Care  Utilization 

Health  care  utilization  during  a  case's  Medicaid  eligibility  period 
was  determined  through  the  State's  computerized  claims  files.  Each 
State  was  asked  to  supply  the  1974  claims  data  for  each  respondent  to 
the  survey.     Only  North  Carolina  and  Massachusetts  were  able  to  provide 
the  data.    North  Carolina  provided  data  on  bills  paid  in  1974,  while 
Massachusetts  sent  data  on  bills  incurred  in  1974.     Thus,  there  is  some 
difference  in  the  periods  covered. 

The  claims  data  as  provided  by  the  States  was  converted  into  a  uni- 
form format  of  ten  provider  types.     These  ten  provider  types  were  divided  . 
into  three  major  service  areas:    ambulatory,  institutional,  and  other. 
Only  four  of  the  provider  types  and  one  service  type  are  reported  on  here. 
The  providers  are  practitioners,  clinics,  acute  care  hospitals,  and  pharm- 
acies.    The  service  type  is  ambulatory  care,  which  includes  practitioners 
and  clinics.     The  other  provider  types  were  left  out  because  so  few  per- 
sons had  bills  for  them.     (The  most  notable  exclusion  is  long-term  care 
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facilities.     They  are  not  present  because  persons  residing  in  long 
term  care  facilities  were  not  sampled.) 

For  a  more  detailed  discussion  of  the  claims  analysis  data  pro- 
cedures, see  Appendix  B,  the  Recipient  Survey  Methodology. 

Ambulatory  Care 

Spend-downers  generally  have  a  somewhat  higher  encounter  rate  with 
ambulatory  care  than  the  general  population.     Their  encounter  rate  re- 
mains consistently  above  . 50  visits  per  person-month    versus  a  national 
figure  of  .42  visits  for  the  general  population."''    Indicated  below  are 
the  average  encounters  per  eligible  month  by  site. 

TABLE  4.23 

SPEND-DOWN  AMBULATORY  CARE  ENCOUNTER  RATE  PER  PERSON 
PER  MONTH  ELIGIBLE 


MASSACHUSETTS 

NORTH  CAROLINA 

Category 

Spring- 
field 
 — 

Boston 

Lynn 

For- 
syth 

Guil- 
ford 



AFDC 

.58 

.77 

1.25 

.46 

.17 

AGED 

.08 

.31 

* 

.60 

.72 

DISABLED 

1.24 

1.00 

1.31 

.86 

.69 

MA- 21 

1.57 

.41 

2.02 

TOTAL 

.51 

.68 

1.51 

.52 

.50 

♦Less  than  .005  encounters  per  month. 


The  average  cost  per  visit  ranged  from  $18  in  Springfield  to  $38 
in  Guilford  County.     This  is  surprising  since  one  would  expect  the 
cost  of  a  visit  to  be  less  in  North  Carolina  than  in  northern,  urban 
Massachusetts.    Yet  both  Forsyth    and  Guilford  Counties  had  costs  per 
visit  of  over  $30. 


The  1970  National  Health  Survey  indicated  an  average  of  5.0  ambulatory 
patient-physician  contacts  per  year,  or  .42  per  month. 
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Along  the  categorical  breakdown,  disabled  spend-down  cases  had 
higher  ambulatory  care  encounter  rates  and  costs  per  visit  than  AFDC 
cases.     Aged  spend-down  cases  were  more  erratic.     The  cost  estimates 
for  aged  cases  reflect  the  effects  of  Medicare  payments;  however,  the 
estimate  of  their  encounter  rate  should  be  accurate. 

The  percentage  of  spend-down  cases  receiving  at  least  one  ambu- 
latory service  never  exceeded  75%.     This  is  surprising  in  that  one 
would  expect  to  find  that  every  spend-down  case  had  at  least  one 
doctor  bill  during  the  year,  whether  the  spend-downer  received  care 
at  an  office  visit  or  in  a  hospital.     There  are  two  explanations  for 
this.    First,  we  do  not  have  all  the  bills  for  each  spend-down  case, 
but  only  those  incurred  in  1974   (for  Massachusetts)  or  paid  in  1974 
(for  North  Carolina).     Thus,  a  spend-down  case  in  Massachusetts  which 
became  eligible  in  late  1973  might  have  incurred  all  expenses  in 
1973  and  none  in  1974.     In  North  Carolina  the  same  sort  of  thing  could 
happen  for  a  spend-down  case  which  became  eligible  in  late  1974  and  in- 
curred expenses  in  late  1974  for  which  invoices  were  not  submitted  or 
paid  until  1975.     A  second  possible  explanation  is  that  some  hospital 
care  may  involve  no  direct  physician  charge.     This  would  be  especially 
true  of  emergency  room  care  for  minor  health  problems. 

Another  explanation  is  that  sometimes  the  spend-down  liability  is 
assigned  to  the  ambulatory  care  provider  for  an  applicant,  and  no 
further  services  are  required  for  that  person.     Finally,  some  spend- 
downers,  conceivably,  do  not  need  any  ambulatory  care  services  during 
their  eligibility  period. 

Acute  Hospital  Care 

Effective  comparison  of  spend-down  patterns  for  hospital  care 
across  two  States  is  difficult  because  the  North  Carolina  data  in- 
cludes both  outpatient  and  inpatient  hospital  expenses.  Thus,  for 
North  Carolina,  the  encounter  rates  are  overstated  and  the  expenses 
per  day  are  understated.  Indicated  below  are  the  rates  of  hospital 
utilization  for  the  study  sites.  The  fact  that  the  percentages  in 
North  Carolina  are  so  much  higher  than  Massachusetts  for  the  adult 
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categories  may  be  due  to  the  fact  that  much  of  the  hospital  care 
shown  for  North  Carolina  cases  is  for  "normal"  illnesses,  i.e., 
emergency  room  use  for  care  generally  received  in  an  office  visit, 
rather  than  extraordinary  care. 


TABLE    4  . 24 

DAYS  OF  ACUTE  HOSPITAL  CARE  PER  PERSON  PER 
MONTH  ELIGIBLE  FOR  THE  SPEND-DOWN  POPULATION 


MASSACHUSETTS 

NORTH  CAROLINA 

Category  of 
Spend-down 

Spring- 
. field 

Boston 

Lynn 

For- 
syth 

Guil- 
ford 

AFDC 

.01 

.04 

.29 

.71 

.50 

AGED 

* 

* 

1.51 

2.60 

DISABLED 

.50 

.88 

.45 

6.95 

3.63 

MA-21 

* 

.03 

1.24 

TOTAL 

.02 

.15 

.70 

1.48 

2.04 

*Less  than  .005  days  per  month. 


For  both  States,  spend-downers  show  much  more  time  in  the  hos- 
pital than  the  national  average  of  .10  inpatient  days  per  month. 
This  holds  true  even  when  outpatient  care  is  included,  making  the 
national  average  about  .18  days  per  month.    With  the  exception  of 
Springfield,  the  spend-down  hospital  usage  is  far  over  the  national 
norm.     This  pattern  is  much  more  pronounced  than  that  found  for  am- 
bulatory care.     This  tends  to  indicate  that  hospital  bills  are  one 
of  the  main  causes  of  spend-down. 

In  every  site  the  percentage  of  spend-down  cases  served  is  greater 
than  the  percentage  of  persons  served.     As  might  be  anticipated, 
this  indicates  that  spend-down  hospital  care  is  concentrated  on  a 
few  family  members,  i.e.,  not  every  case  member  gets  served  but  one 
person  in  the  family  is  most  likely  to  be  in  need  of  care. 

The  length  of  stay  per  visit  for  spend-downers  is  indicated  in 
the  table  on  the  following  page. 


united  states  Center  for  Health,  Statistics.  Current  Estimates,  from  the. 

Health  Interview  Survey:  United  States,  1969. 


142 


TABLE  4.25 

AVERAGE  LENGTH  OF  HOSPITAL  STAY  FOR  SPEND-DOWNERS 


MASSACHUSETTS 

NORTH  CAROLINA 

Spring- 
field 

Boston 

Lynn 

For- 
syth 

Guil- 
ford 

Spend - 
downers 

2.76 

10.10 

12.93 

4.75 

7.1 

It  is  significant  that  in  only  two  of  the  sites  was  the  average 
length  of  stay  longer  than  that  of  the  general  population:  which  is 
8.6  days  per  visit.      Considering  that  the  North  Carolina  figures  in- 
clude outpatient  visits  as  a  single  visit  lasting  one  day,  the  North 
Carolina  length  of  stay  might  approach  that  for  Boston  and  Lynn  in 
Massachusetts  and  thus  imply  spend-downers  are  hospitalized  longer 
than  the  general  population.     However,  the  data  do  not  allow  such  a 
comparison. 

Except  in  Lynn,  the  disabled  spent  far  more  days  in  the  hospital 
per  month  eligible  than  any  other  group.  Aged  figures  are  much  lower 
than  expected  because  of  the  effect  of  Medicare,  which  pays  most  hos- 
pital costs. 

It  is  impossible  to  estimate  the  cost  per  day  of  inpatient  care 
for  North  Carolina  because  of  the  presence  of  outpatient  bills.  How- 
ever, in  Massachusetts  the  cost  per  day  ranged  from  $100  in  Boston 
to  $187  in  Lynn  to  $220  in  Springfield.     The  basic  national  average 
cost  per  day  for  large  hospitals  was  $124  in  1973.     The  overall  aver- 
age for  hospitals  nationally  in  the  same  period  was  $102.     The  higher 
figure  is  probably  more  representative  of  urban  hospitals  in  the 
Northeast.     Since  the  Medicaid  claims  include  charges  other  than  the 
basic  charge  for  a  day  of  stay,  the  average  charge  figure  does  not 
seem  excessively  high  except  in  Springfield. 


United  States  Center  for  Health  Statistics.  Current  Estimates  from 
the  Health  Interview  Survey:     United  States,  1969. 
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Drugs 

Since  North  Carolina  does  not  pay  for  drugs,  claims  data  was 
available  only  for  Massachusetts. 

Between  30%  and  50%  of  the  spend-downers  in  the  three  Massachu- 
setts sites  had  at  least  one  pharmacy  bill  in  1974.     The  average 
expenditure  ranged  between  $2  and  $6  per  eligible  month.  Indicated 
below  are  the  average  monthly  drug  expenses  incurred  by  spend-downers 
for  the  Massachusetts  survey  sites. 


TABLE  4 . 26 

PHARMACY  EXPENSES  PER  ELIGIBLE  MONTH 
FOR  SPEND-DOWNERS  IN  MASSACHUSETTS 


Category 

Springfield 

Boston 

Lynn 

AFDC 

$  1.60 

$  .74 

$  4.27 

AGED 

$  6.33 

$8.88 

$  7.06 

DISABLED 

$17.09 

$7.47 

$22.29 

MA- 21 

$  1.41 

$  .64 

S4 . 30 

TOTAL 

$  4.23 

$2.18 

$5.95 

These  expense  figures  are  obviously  far  less  than  those  given  by  sur- 
vey respondents  when  asked  how  much  they  had  spent  on  drugs  in  the 
year  before  going  on  Medicaid.     Aside  from  the  problem  of  inaccurate 
recall  and  sampling  error,  the  cause  of  the  discrepancy  may  lie  in 
the  fact  that  the  survey  question  was  asked  only  of  those  who  had  been 
on  Medicaid  less  than  one  year.     Many  of  these  persons  may  have  had 
very  large  medical  expenses  which  allowed  them  to  spend-down  for  the 
first  time.     Thus,  the  questionnaire,  by  excluding  persons  who  had 
been  on  Medicaid  for  a  long  time  (probably  because  of  low  income 
rather  than  high  medical  expenses) ,  selected  those  with  high  expenses. 

Not  surprisingly,  the  aged  and  disabled  had  much  higher  drug 
expenses  than  the  AFDC ' s  and  MA-21's.     Adult  case  drug  expenses 
ranged  from  a  low  of  $6.33  per  eligible  month  in  Springfield  to  a 
high  of  $22.29  per  month  in  Lynn. 
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With  the  exception  of  the  aged,  Lynn  had  the  highest  expenditure 
per  month  in  every  category,  followed  by  Boston  and  finally  Spring- 
field.   This  is  consistent  with  previous  evidence.     Lynn  spend-downers 
tend  to  be  most  like  one  might  expect  spend-downers  to  be,  i.e.,  they 
have  high  expenses  and  frequent  utilization  characteristic  of  extra- 
ordinary illness  rather  than  normal  health  care  patterns. 
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4.2    Factors  Contributing  to  Spend-down  Success 

In  addition  to  describing  the  spend-down  population,  a  second 
major  objective  of  the  recipient  survey  was  to  identify  those  fac- 
tors which  are  predictive  of  success  among  spend-down  applicants. 
This  section  is  directed  then  to  a  comparison  of  successful  and  un- 
successful spend-down  applicants  in  order  to  discern  variables  which 
seem  positively  related  to  success  in  spending-down  for  Medicaid 
eligibility.     310  unsuccessful  spend-down  applicants  were  interviewed 
in  the  three  study  States. 

The  findings  presented  in  this  section  follow  the  same  general 
order  of  the  preceding  description  of  the  spend-down  population. 
For  the  most  part,  there  are  not  many  systematic  differences  be- 
tween the  spend-down  and  unsuccessful  spend-down  populations  which 
are  evident  across  all  seven  sites.     Differences  do  appear,  however, 
with  respect  to  the  categorical  distribution  of  the  two  groups, 
income,  likelihood  of  having  health  insurance,  size  of  the  spend-down 
liability,  and  the  extent  to  which  health  expenses  are  already  in- 
curred at  the  point  of  application. 

These  relationships  are  summarized  in  Exhibit  4.2,  which  follows, 
and  are  discussed  in  detail  in  the  remainder  of  this  section. 

EXHIBIT  4.2 

COMPARISON  OF  SPEND- DOWNERS    (SD's)   AND  UNSUCCESSFUL  SPEND-DOWNERS  (USD's) 


Likelihood  of  successful  spend-down 

Appears  to  vary  considerably 
across  sites ,  but  data  is 
not  very  reliable  in  this 
regard 

Maryland  sites  with  by  far 
the  lowest  success  rates, 
ranging  from  3%  to  28% 

Categorical  distribution 

Aged  tend  to  be  more 
successful 

Race 

No  relationship,  except  in 
North  Carolina  where  USD's 
more  likely  to  be  nonwhite 
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EXHIBIT  4.2  (Continued) 


Age 

No  relationship 

Sex  of  head  of  household 

No  relationship 

Income 

USDs  tend  to  be  wealthier, 
gap  is  smallest  in 
North  Carolina 

USDs  depend  more  heavily  on 
earned  income 

Assets 

No  relationship  on  likeli- 
hood of  homeownership 

No  relationship  for  liquid 
assets 

Health  insurance 

USDs  more  likely  to  have 
previous  health  insurance 

Referral  source 

No  relationship 

Prior  knowledge  of  Medicaid 

No  relationship 

Previous  eligibility  for  Medicaid 

No  relationship 

Previous  spend-down  experience 

No  relationship 

Reason  for  applying  for  Medicaid 

Change  in  health  status  is 
the  most  important  reason 
for  both  groups 

Size  of  spend-down  liability 

Greater  for  USDs 

Greater  proportion  of  income 
for  USDs 

Extent  of  health  expenses  already 
incurred  at  application  . 

Spend-downers  are  likely  to 
have  all  expenses  needed 

USDs  are  more  likely  to  have 
none  of  expenses  needed 

Likelihood  of  prior  hospitalization 

No  relationship 

Costs  of  prior  hospitalization 

No  relationship 

Prior  utilization  of  physicians 

SDs  show  greater  utilization 

Costs  of  prior  physician  care 

SDs  show  greater  costs 

Prior  utilization  of  drug  services 

No  relationship 

Costs  of  other  prior  health  services 

No  relationship 
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4.2.1    Caseload  Size  and  Categorical  Distribution    (Table  A-2) 

The  success  rate  for  spend-down  applicants  was  calculated  across 
the  sites,  as  indicated  below,  according  to  our  best  estimates.  How- 
ever, case  records  were  extremely  difficult  to  sample  for  this  pro- 
portion, since  some  local  offices  send  all  rejected  applications  to 
"dead"  storage  files  and  do  not  keep  ongoing  statistics  regarding 
reasons  for  denial.     Also,  files  frequently  contain  both  eligible 
and  ineligible  cases  over  several  years  mixed  together. 

TABLE  4.27 
SUCCESS  RATE  FOR  SPEND-DOWN  APPLICANTS 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Springfield    Boston  Lynn 

Forsyth  Guilford 

Baltimore  Montgomery 

38%             39%  84% 

42%  41% 

3%-  28% 

It  should  also  be  mentioned  that  there  were  indications  at  vari- 
ous local  offices  in  the  Administrative  Analysis  that  many  potential 
spend-down  applicants  through  various  screening  procedures  are  dis- 
couraged from  ever  completing  a  Medicaid  application.     In  sum,  it  is 
extremely  difficult  to  judge  what  the  true  spend-down  success  rate 
is  among  the  survey  sites;  consequently,  any  conclusion  based  on  the 
estimates  cited  is  probably  not  reflective  of  the  true  spend-down 
success  rate.     Furthermore,  USR&E  feels  it  would  be  almost  impossible 
to  calculate  the  true  rate  without  careful  on-site  observation  of 
intake  procedures. 

Generally,  there  was  not  any  overall  consistency  between  the 
categorical  distribution  of  the  spend-down  and  unsuccessful  spend-down 
groups  across  sites.     One  categorical  pattern  which  did  emerge  across 
six  of  the  sites  is  that  the  aged  were  a  larger  portion  of  the  succes- 
ful  population,  inferring  that  the  aged  are  the  most  likely  category 
to  be  successful  in  spendinq-down .    (The  exception  was  Baltimore . ) 
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Presented  below  is  the  categorical  breakdown  by  group  by  site. 

TABLE  4.28 

CATEGORICAL  COMPOSITION  OF  SUCCESSFUL 
AND  UNSUCCESSFUL  SPEND-DOWN  GROUPS  BY  SITE 


MASSACHUSETTS 

NORTH  CAROLINA 

MARY 

LAND 

Spring- 
field 

Baltimore 

Montgomery 

Boston 

Lynn 

Forsyth 

Guilford 

City 

Cour 

ty 

SD 

USD 

SD 

USD 

SD 

USD 

SD 

USD 

SD 

USD 

SD 

USD 

SD 

USD 

AFDC 

15% 

43% 

37% 

15% 

28% 

36% 

28% 

22% 

23% 

22% 

78% 

41% 

34% 

67% 

MA- 21 

11% 

29% 

21% 

47% 

43% 

21% 

Aged 

71% 

14% 

14% 

11% 

12% 

7% 

42% 

41% 

47% 

40% 

11% 

30% 

27% 

23% 

Disabled 

4% 

14% 

29% 

26% 

16% 

36% 

30% 

36% 

30% 

36% 

10% 

30% 

39% 

11% 

Blind 

2% 

2% 

In  North  Carolina  the  spend-down  and  unsuccessful  spend-down 
groups  were  roughly  similar  in  categorical  distribution,  with  the 
aged  being  the  largest  category  in  both  groups,  next  the  disabled, 
and  finally,  AFDC,  the  smallest  proportion.    This  would  imply  that 
all  three  categories  there  are  close  to  being  equally  successful 
in  spending-down . 

Neither  Massachusetts  nor  Maryland  showed  any  categorical  pat- 
terns in  terms  of  spend-down  success,  except  for  the  aged  in  Massa- 
chusetts, as  mentioned  earlier. 

4.2.2    Socio-Demographic  Characteristics  (Tables  Bl  through  B4) 

With  regard  to  race,  age,  sex  of  household  head,  and  case  size 
patterns  between  the  successful  and  unsuccessful  spend-down  groups, 
nothing  particularly  significant  was  noted  that  was  not  explainable 
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by  categorical  differences  with  one  exception.     In  North  Carolina, 
the  racial  composition  of  the  spend-down  group  was  more  predominantly 
white  than  the  unsuccessful  group  at  both  sites.     Interestingly,  at 
the  North  Carolina  sites,  the  unsuccessful  spend-down  group  was  more 
similar  in  racial  composition  to  the  non-spend-down  medically  needy 
group. 

4.2.3    Income  (Tables  B5  through  BIO) 

A  few  consistent  patterns  could  be  discerned  among  the  sites 
regarding  income  for  the  spend-down  and  unsuccessful  spend-down 
groups .     Unsuccessful  spend-downers  tend  to  be  wealthier  than 
spend-downers ,  although  the  gap  is  not  as  pronounced  in  North  Caro- 
lina as  it  is  in  the  sites  in  Massachusetts  and  Maryland.     In  the 
latter  States,  there  were,  for  example,  unsuccessful  spend-down 
cases  with  over  $10,000  annual  income.     This  would,  of  course,  imply 
that  unsuccessful  spend-downers  would  have  larger  average  spend-down 
liabilities  than  the  successful  group. 

The  one  pattern  found  regarding  income  sources  was  that  at  six 
of  the  seven  sites,  unsuccessful  spend-down  cases  relied  more  heavily 
on  earned  income  than  spend-down  cases.     This  difference  in  income 
sources  no  doubt  contributes  to  the  higher  income  average  for  un- 
successful spend-down  cases  discussed  in  the  preceding  paragraph. 

No  pattern  emerged  as  to  the  likelihood  of  home  ownership  between 
members  of  the  successful  and  unsuccessful  spend-down  groups.  At 
three  sites  (Guilford,  Springfield,  and  Boston)  unsuccessful 
spend-downers  showed  a  higher  rate  of  home  ownership,  while  at  the 
other  four  sites,  the  opposite  was  true. 

Similarly,  no  pattern  could  be  discerned  by  either  the  type  of 
liquid  assets  or  the  average  value  of  liquid  assets  between  the 
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spend-down  and  unsuccessful  spend-down  groups.     For  example,  in  North 
Carolina  the  average  value  of  liquid  assets  for  unsuccessful  spend-downers 
was  lower  than  that  of  the  spend-down  group,  while  in  Massachusetts  at 
two  of  the  sites,  it  was  higher. 

4.2.4  Insurance  Coverage  (Table  E-l) 

Across  all  sites,  results  indicate  that  unsuccessful  spend-down  ap- 
plicants are  more  likely  to  have  some  type  of  health  insurance  coverage 
prior  to  their  Medicaid  application  than  successful  spend-downers.  At 
some  sites  the  percentage  difference  between  successful  and  unsuccessful 
applicants  was  not  large  (for  Guilford  and  Lynn    it  was  only  1%  to  2%) ; 
however,  at  other  sites,  such  as  Baltimore  and  Boston,  the  rate  of  un- 
successful applicants  with  health  insurance  coverage  was  two  to  three 
times  that  of  successful  spend-downers. 

At  all  of  the  sites  in  Massachusetts  and  Maryland,  the  most  fre- 
quently mentioned  type  of  insurance  coverage  was  private  health  insu- 
rance.    In  North  Carolina,  Medicare  was  the  type  of  health  insurance  ci- 
ted most  often,  which  is  not  surprising  given  the  high  incidence  there 
of  adult  cases  in  both  the  successful  and  unsuccessful  groups. 

4.2.5  Previous  Experience  with  the  Medicaid  Program  (Tables  C-1 
through  C-7)  ~~  ~~  ~~ 

No  one  major  referral  source  to  Medicaid  distinguishes  the  suc- 
cessful from  the  unsuccessful  spend-down  groups  across  survey  sites. 
Generally,  both  groups  cited  family  or  friends,  health  care  providers 
and  the  welfare  office  as  the  sources  of  their  initial  information  about 
Med i cai d .     With  regard  to  knowledge  of  spend-down  per  se,  the  welfare 
office  appears  to  be  the  major  source  of  initial  information  for  both 
groups  across  all  sites. 

Again,  these  patterns  would  indicate  that,  the  general  public  is  not 
very  aware  of  the  spend-down  program  and  most  applicants  (successful  or 
not)  learn  about  it  through  the  welfare  office,  not  health  care  providers. 
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Surprisingly,  except  for  one  site   (Montgomery  County) ,  the  pat- 
terns of  previous  Medicaid  eligibility  were  fairly  close  between  the 
two  groups.     Indicated  below  are  the  distributions,  showing  previous 
Medicaid  eligibility  by  site  by  group.     The  main  pattern  difference 
with  regard  to  previous  Medicaid  eligibility  is  between  states,  not 
by  successful  or  unsuccessful  spend-down  group.     The  majority  of 
cases  in  both  groups  in  Massachusetts  had  never  been  previously 
eligible  for  Medicaid,  while  in  North  Carolina  the  majority  of  cases 
in  both  groups  had  been  previously  eligible.     Maryland  does 
not  present  a  clear  picture  with  regard  to  this  variable.  The 
North  Carolina  statistics  for  the  unsuccessful  spend-down  group 
showing  that  53%  to  63%  of  them  had  previously  been  eligible  for  Medi- 
caid for  over  a  year  suggest  again  that  the  North  Carolina  program 
is  operating  quite  differently  from  the  other  two  states. 


TABLE  4.29 

EXTENT  OF  PREVIOUS  MEDICAID  ELIGIBILITY 

FOR  SUCCESSFUL  AND  UNSUCCESSFUL  SPEND -DOWNERS 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring- 
field 

Boston 

Lynn 

Forsyth 

Guilford 

Baltimore 
City 

Montgomery 
County 

SD 

USD 

SD 

USD 

SD 

USD 

SD 

USD 

SD 

USD 

SD 

USD 

SD 

USD 

Never  Eligible 

67% 

67% 

77% 

74% 

57% 

72% 

32% 

25% 

40% 

41% 

86% 

75% 

75% 

48% 

Eligible  Less 
than  One  Year 

6% 

13% 

6% 

10% 

29% 

28% 

10% 

12% 

12% 

6% 

8% 

15% 

3% 

I 

29% 

Eligible  Over 
One  Year 

26% 

21% 

17% 

16% 

15% 

0% 

53% 

63% 

49% 

53% 

6% 

10% 

22% 

I 

23% 

I 

It  should  be  pointed  out  that  one-quarter  to  three-quarters  of  the 
unsuccessful  spend-down  group  across  all  sites  had  been  previously  eligible 
for  Medicaid.     This  suggests  that  even  unsuccessful  spend-down 
applicants  are  significantly  related  to  other  Medicaid  populations. 
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One  possibility  is  that  unsuccessful  spend-down  applicants  are 
often  persons  or  cases  that  have  just  become  ineligible  as  either  medi- 
cal assistance- only  (non- spend- down)  or  public  assistance  recipients. 
In  such  a  situation,  applicants  apply  not  so  much  because  of  immediate 
health  needs,  but  because  they  are  "used  to"  Medicaid  eligibility.  Con- 
sequently, they  are  not  as  likely  to  be  willing  to  or  need  to  spend  down. 

The  following  table  shows  by  site  the  previous  spend-down  experience 
for  each  group. 

TABLE    4 .  30 


PERCENT  OF  GROUP  WITH  PREVIOUS  SPEND-DOWN  EXPERIENCE 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring- 
field 

Boston 

Lynn 

Forsyth 

Guilford 

Bait. 
City 

Mont . 
Co. 

Spend-downers 

27% 

32% 

35% 

44% 

67% 

6% 

10% 

Unsuccessful 
Spend-downers 

0% 

27% 

70% 

37% 

33% 

10% 

5% 

No  consistent  pattern  emerged  regarding  previous  spend-down  experience 
between  the  successful  and  unsuccessful  spend- down  groups  among  the  sites. 
At  two  of  the  sites  (Lynn  and  Baltimore)  the  unsuccessful  group  had  a 
higher  rate  of  previous  spend-down  experience  than  the  spend-downers, 
while  at  the  other  five  sites,  the  rates  were  either  close  to  the  same, 
or  spend-downers  were  more  likely  to  have  spent- down  previously. 

As    with  prior  Medicaid  experience  in  general,  between-  State  and 
between- site  differences  were  more  pronounced  with  regard  to  prior 
spend-down  experience  than  differences  between  the  two  survey  groups. 
For  example,  no  unsuccessful  spend-downers  in  Springfield  had  previ- 
ously spent  down,  whereas  70%  of  the  same  group  in  Lynn  had.  Previous 
spend-down  experience  was  high  for  both  groups  in  North  Carolina. 
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4.2.6     Attempting  to  Spend  Down  (Tables  Dl  through  D12,  E21,  E22) 

As  indicated  in  Section    4. 1.6, the  major  reason  cited  by  suc- 
cessful spend-downers  for  their  Medicaid  application  was  "a  change 
in  health  status."    Similarly,  this  was  the  most  frequent  reason 
reported  by  unsuccessful  spend-down  applicants  at  six  of  the  survey 
sites .    The  only  exception  was  Lynn,  where  the  most  frequent  reason 
was  change  in  family  structure.     However,  the  sample  and  universe 
of  unsuccessful  spend-down  applicants  in  Lynn  was  small  (5) ,  so 
that  this  difference  does  not  seem  too  significant. 

Other  reasons  for  their  Medicaid  application  were  also  frequently 
mentioned  by  the  unsuccessful  spend-down  population,  such  as  change 
in  income,  change  in  family  structure,  and  needing  help  for  long-term 
care.    At  several  sites,  the  frequency  with  which  these  reasons  were 
reported  often  varied  from  that  reported  by  the  spend-downers ,  but 
according  to  no  particular  pattern. 

As  might  be  anticipated,  at  all  but  one  of  the  survey  sites 
(Baltimore) ,  the  average  size  of  the  spend-down  liability  was  greater 
for  unsuccessful  spend-down  applicants  than  successful  spend-downers. 
Indicated  below  are  the  average  spend-down  amounts  by  site. 
The  range  of  average  spend-down  amounts  for  the  unsuccessful 

TABLE    4 . 31 
AVERAGE  SPEND- DOWN  AMOUNTS  IN  DOLLARS 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring- 
field 

Boston 

Lynn 

For- 
syth- 

Guil- 
ford 

Balti- 
more 

Mont- 
gomery 

Spend- 
downers 

$170 

$244 

$277 

$235  • 

$223 

$668 

$115 

Unsuccess- 
ful Spend- 
downers 

$728 

$734 

$634 

$310 

$366 

$448 

$690 
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spend-down  group  within  each  State  is  not  too  great.  Massachusetts 
averages  go  from  $634  to  $734;  North  Carolina,  from  $310  to 
$366;  Maryland,  from  $448  to  $690.     In  Massachusetts,  at  each  of 
the  sites,  the  unsuccessful  spend-down  amount  was  well  over  twice 
as  much  as  the  spend-down  amount  at  each  of  the  sites. 

Again,  Baltimore  seems  strange,  but  there  is  no  obvious  explana- 
tion as  to  why  the  successful  spend-downers  there  had  higher  average 
spend-downs  than  the  unsuccessful  cases.     On  the  other  hand,  both  av- 
erages were  quite  high. 

Generally,  the  tables  showing  the  distribution  of  spend-down  amounts 
for  each  of  the  two  groups^"  showed  that  the  higher  spend-down  averages 
for  the  unsuccessful  group  were  often  due  to  a  higher  number  of  cases 
involving  quite  sizeable  spend-down  liabilities.     The  distribution  be- 
tween the  groups  according  to  spend-down  liability  size  was  somewhat 
similar  in  North  Carolina;  however,  in  Massachusetts  and  Maryland,  at 
every  site  there  were  proportionally  more  unsuccessful  spend-down  cases 
with  spend-downs  of  over  $1,000. 

As  shown  in  Section  4.1.6,  considering  the  spend-down  amount  as  a 
percentage  of  income  produced  some  interesting  results  for  describing 
the  spend-down  population;  however,  this  approach  is  even  more  useful 
for  comparing  the  two  spend-down-related  groups.     At  six  of  the  seven 
survey  sites,  the  spend-down  liability  represented  a  considerably 
greater  proportion  of  annual  income  for  the  unsuccessful  spend-down 
group .     The  comparison  between  the  groups  is  shown  in  the  table  below. 

TABLE  4.32 

SPEND-DOWN  AS  A  PERCENT  OF  AVERAGE  INCOME 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring- 
field 

Boston 

Lynn 

For- 
syth 

Guil- 
ford 

Balti- 
more 

Mont- 
gomery 

Spend- 
downers 

6.9% 

9.1% 

10.3% 

14.6% 

14.9% 

23.2% 

5.6% 

Unsuccess- 
ful Spend- 
downers 

25.1% 

22.1% 

22.6% 

21.1% 

20.9% 

23.3% 

25.8% 

1See  D-3  Tables  in  Volume  VII. 
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The  most  striking  pattern  is  that  across  all  sites  the  spend-down  lia- 
bility represented  from    21%  to  26%  as  an  average  of  the  unsuccessful 
applicant's  annual  income.     Perhaps  this  statistic  as  much  as  any- 
thing explains  why  this  group  of  Medicaid  applicants  are  not  successful 
in  becoming  eligible.     Given  the  relatively  low  incomes  represented 
by  the  group  (compared    to  the  general  population) ,  it  is  not  surpris- 
ing that  they  would  not  want  to  commit  such  a  substantial  portion  of 
their  income  toward  health  care  needs. 

To  determine  whether  or  not  spend-down  applicants  usually  have  al- 
ready incurred  health  care  expenses  at  the  point  of  application  for  Medi- 
caid, we  asked  each  of  the  survey  respondents  a  question  on  this  topic. 
Interestingly,  at  six  out  of  the  seven  sites,  from  27%  to  52%  of  the  un- 
successful spend-down  applicants  had  not  incurred  any  health  care  expen- 
ses at  the  point  of  application,  whereas  the  majority  of  spend-downers 
at  all  but  one  site  had  already  incurred  all  of  the  expenses  needed  to 
spend  down  when  they  applied.     Shown  below  is  the  distribution  by  spend- 
down  group  by  site  for  respondents  who  had  not  incurred  any  expenses  at 
the  point  of  application. 


TABLE  4.33 

PERCENT  OF  GROUP  WHO  HAD  NO  INCURRED 
EXPENSES  AT  APPLICATION 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring- 
field 

Boston 

Lynn 

For- 
syth 

Guil- 
ford 

Balti- 
more 

Mont- 
gomery 

Spend- 
downers 

2% 

0% 

8% 

16% 

5% 

9% 

0% 

Unsuccess- 
ful Spend- 
downers 

57% 

14% 

32% 

27% 

37% 

49% 

40% 
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This  would  seem  to  indicate  that  one  obviously  important  factor  pre- 
dictive of  spend-down  success  is  apparent  at  the  point  of  initial  ap- 
plication.   Most  successful  spend-downers  have  all  of  the  incurred  lia- 
bility for  expenses  needed;  while  relatively  few  at  the  point  of  appli- 
cation have  not  incurred  some  health  care  expenses. 

Each  member  of  the  unsuccessful  spend-down  group  interviewed  was 
asked,  "Why  didn't  you  get  medical  assistance?"    Two  major  reasons  were 
given  for  not  successfully  spending  down  according  to  the  applicants 
themselves.     Many  respondents  said  they  never  spent  down  because  their 
medical  bills  were  not  large  enough;  others  said  that  spending  down  was 
not  attempted  because  the  spend-down  procedure  was  not  understood.  In- 
dicated below  by  site  are  the  distributions  for  each  of  these  response 
categories,  as  well  as  other  reasons  for  not  spending  down. 

TABLE   4 . 34 

REASONS  FOR  FAILURE  TO  SPEND-DOWN 
AMONG  UNSUCCESSFUL  SPEND-DOWNERS    (IN  %) 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring- 
field 

Boston 

Lynn 

For- 
syth 

Guil- 
ford 

Balti- 
more 

Mont- 
gomery 

Inadequate  SD,  medi- 
cal bills  were  not 
large  enough 

48.4% 

21.9% 

27.2% 

35.8% 

33.3% 

12.8% 

25.7% 

Inadequate  SD,  medi- 
cal bills  could  not 
be  incurred 

19.3% 

9.4% 

17.8% 

4.8% 

0.9% 

4,4% 

Did  not  attempt  to 
spend  down 

(a)  understood  SD 
procedure 

10.1% 

20.9% 

17.4% 

6.4% 

28.3% 

7.9% 

(b)  did  not  under- 
stand SD  pro- 
cedure 

22.0% 

32.5% 

72.8% 

26.4% 

33.4% 

48.7% 

48.3% 

n=68         n=7  n=51        n=49  n=60  n=60 
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At  first  glance,  it  seems  logical  to  assume  that  applicants  who 
did  not  meet  their  spend-down  because  their  medical  bills  were  not 
large  enough  deserve  little  concern.     However,  the  problems  of  access 
and  behavior  relative  to  obtaining  health  care  services  should  not 
be  overlooked.     It  is  possible  that  at  least  some  of  the  spend-down 
applicants  whose  medical  bills  were  not  large  enough  to  meet  their 
spend-down  liability  did  not  obtain  all  the  health  care  which  they 
needed  because  they  were  not  able  to  obtain  the  services  without  payinq. 

Returning  to  the  "cash  flow"  issue,  the  problem  of  obtaining  cre- 
dit varied  across  sites  in  terms  of  its  significance  as  a  deterrent  to 
spending  down.     At  one  site,  no  one  mentioned  credit  to  be  a  problem, 
while  18%  to  19%  of  the  unsuccessful  spend-down  group  in  Forsythe  and  Spring- 
field cited  this  as  a  reason  for  not  spending  down. 

At  three  sites  (Boston,  Forsyth    and  Baltimore) ,  a  rather  sizeable 
portion  of  the  unsuccessful  spend-down  population  (17%  to  28%)  said  they 
did  not  attempt  to  spend  down,  even  though  they  understood  the  spend- 
down  procedure.     Obviously,  this  subgroup  either  had  no  real  health  care 
needs  or  made  a  conscious  decision  not  to  attempt  to  incur  health  care 
expenses. 

At  every  site,  a  significant  portion  of  the  unsuccessful  spend-down 
applicants  said  they  did  not  attempt  to  spend  down  because  they  did  not 
fully  understand  the  spend-down  procedure.     In  Maryland,  almost  half  of 
the  unsuccessful  spend-down  grouo  at  each  site  indicated  this  reason,  as 
well  as  73%  of  the  same  group  in  Lynn.     Although  the  proportions  were  less 
at  other  sites,  they  were  still  sizeable. 

Not  surprisingly,  a  substantial  portion   (37-65%)  of  the  unsuccess- 
ful spend-down  applicants  across  sites  reported  dissatisfaction  with  the 
way  in  which  their  spend-down  application  was  handled.     There  was  no 
particular  pattern  by  State  as  to  the  rate  of  dissatisfaction — Massachusetts 
ranged  from  37%  to  43%  to  58%;  North  Carolina  from  38%  to  64%;  Maryland 
from  52%  to  65%.    The  table  below  shows  the  major  reasons  for  dissatis- 
faction by  site.     Percentages  given  are  based  on  the  entire  unsuccess- 
ful group,  not  just  those  dissatisfied. 
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TABLE  4.35 

MAJOR  REASONS  FOR  UNSUCCESSFUL  SPEND-DOWNERS ■ 


DISSATISFACTION  WITH  APPLICATION  PROCEDURE 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring- 
field 

Boston 

Lynn 

For- 
syth 

Guil- 
ford 

Balti- 
more 

Mont- 
gomery 

SD  procedure  not 
explained 

11.8% 

24.6% 

0 

24.7% 

19.5% 

29.9% 

47.1% 

SD  amount  too  high 

13.2% 

10.4% 

63.0% 

42.8% 

4.0% 

26.8% 

39.0% 

SD  unreasonable 

18.5% 

13.2% 

14.2% 

30.2% 

16.6% 

29.3% 

17.7% 

Insensitive  treat- 
ment 

11.5% 

16.5% 

14.2% 

7.4% 

7.4% 

1.1% 

18.8% 

At  four  of  the  sites,  the  major  reason  cited  was  that  the  spend- 
down  procedure  was  not  adequately  explained;  at  two  of  the  sites, 
respondents  most  often  said  that  the  spend-down  amount  was  too  high; 
at  one  site   (Springfield)  the  most  frequent  complaint  was  that,  spending 
down  was  unreasonable.     Obviously,  the  second  and  third  response  group- 
ings are  quite  similar.     Significantly,  at  no  site  was  the  major  com- 
plaint one  of  insensitive  treatment. 

An  obvious  question  of  interest  with  regard  to  the  unsuccessful 
spend-down  applicants  was  "Since  you  didn't  get  medical  assistance,  did 
you  still  get  the  health  care  you  needed?"     Indicated  below  are  the 
responses  by  site.     The  greatest  portion  of  unsuccessful  spend-down 
cases    (41%  to  78%)  reported  they  were  able  to  obtain  all  of  the  care  which 
they  needed  in  spite  of  their  ineligibility  for  Medicaid. 
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TABLE  4.36 
PERCENT  OF  UNSUCCESSFUL  SPEND-DOWNERS 


ABLE  TO  OBTAIN  NEEDED  HEALTH  CARE 


MASSACHUSETTS 


NORTH  CAROLINA 


MARYLAND 


Spring- 
field 


Boston 


Obtained  all  of 
needed  health  care 

Obtained  part  of 
needed  health  care 

Unable  to  obtain 
needed  health  care 


67  % 


6  % 


27  % 


43  % 


29  % 


28  % 


Lynn 


For- 
syth 


Guil- 
ford 


Balti- 
more 


Mont- 
gomery 


78  % 


22  % 


0  % 


57  % 


28  % 


6% 


44  % 


28% 


29  % 


45  % 


34  % 


20  % 


41  % 


31  % 


25  % 


However,  at  four  of  the  sites   (Boston,  Springfield,  Guilford  and  Mont- 
gomery County)  one-fourth  of  the  unsuccessful  spend-downers  said  they 
were  not  able  to  get  any  of  the  health  care  which  they  needed. 

Those  respondents  who  said  they  were  able  to  get  all  or  part 
of  the  care  they  needed  indicated  they  used  a  variety  of  methods  to  pay 
for  the  care.     Indicated  below  are  the  payment  (or  non-payment)  methods 
in  response  to  the  question  "How  did  you  pay  for  this  care?" 

TABLE     4 . 37 

METHODS  USED  BY  UNSUCCESSFUL  SPEND-DOWNERS  1 
TO  PAY  FOR  NEEDED  HEALTH  CARE 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring- 

For- 

Guil- 

Balti- 

Mont- 

field 

Boston 

Lynn 

syth 

ford 

more 

gomery 

Income 

35.3% 

31.2% 

22.2% 

1 

63.2% 

73.0% 

51.8% 

55.0% 

Obtained  services  free 

12.5% 

28.4% 

37.0% 

6.6% 

11.9% 

21.6% 

16.4% 

Payment  schedule 

28f7% 

40.7% 

13,3% 

4.3% 

24.3% 

30.0% 

Sacrificed  something  else 

19.3% 

8.2% 

18.5% 

13.4% 

18.4% 

22.0% 

21.0% 

Have  not  paid 

16.6% 

46.4% 

8.2% 

9.7% 

24.8% 

14.8% 

Insurance  paid 

20.7% 

34.1% 

18.5% 

27.5% 

40.5% 

42.7% 

45.2% 

Obtained  low  cost  care 

3.0% 

11.8% 

5.2% 

4.5% 

1.8% 

n=9 

n=47 

•  n=4 

n=41 

n=30 

n=41 

n=48 
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Not  surprisingly,  at  five  of  the  seven  sites,  income  was  the 
resource  most  frequently  cited  as  being  used  to  pay  for  needed  health 
care.    At  each  of  these  sites,  the  second  payment  method  most  frequent- 
ly mentioned  was  insurance.     From  27%  to  45%  of  the  respondents  said 
their  health  insurance  had  helped  to  pay  for  the  health  care  which 
they  needed.     Lynn  and  Boston  were  the  two  sites  in  which  this  pattern 
did  not  emerge.     In  Lynn  37%  of  the  respondents  said  they  had  gotten 
their  health  care  without  having  to  pay;  41%  said  they  had  paid  by 
working  out  a  payment  schedule  with  the  provider.     In  Boston,  the 
most  frequent  response   (46%  of  those  surveyed)  to  the  question  was 
that  they  had  not  been  able  yet  to  pay  for  the  health  services  used. 
Additionally,  34%  of  the  Boston  group  said  they  used  their  health 
insurance  to  pay  for  needed  care. 

4.2.7  Prior  Health  Care  Utilization 

As  discussed  in  Section   4.1.7,  a  series  of  questions  regarding 
prior  health  care  utilization  patterns  was  asked  of  spend-downers 
eligible  for  Medicaid  less  than  a  year.     These  questions  were  also 
asked  of  all  the  unsuccessful  spend-down  applicants.     Discussed  in 
the  following  paragraphs  is  a  comparison  of  the  responses  of  each  group 
in  an  attempt  to  discern  whether  or  not  any  significant  differences 
existed  in  their  health  utilization  patterns  prior  to  spend-down. 

As  with  the  previous  data  presented  for  this  series  of  ques- 
tions, the  standard  error  is  included  in  parentheses.     Also  the 
number  of  respondents  by  site  is  presented  when  relevant. 

Hospitals  (Tables  E2  and  E3) 

There  was  no  consistency  among  the  sites  as  to  whether  or  not 
spend-downers  reported  more  hospitalization  than  the  unsuccessful 
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spend-down  group.    At  three  of  the  seven  sites,  spend-downers  showed 
greater  rates  of  hospitalization,  while  in  the  other  three  sites,  the 
opposite  was  true.^"    At  all  the  survey  sites  but  Boston,  the  majority 
of  unsuccessful  applicants  had  not  been  hospitalized  at  all  during  the 
year  prior  to  their  spend-down  application. 

The  average  annual  expenditures  for  those  who  had  been  hospital- 
ized also  showed  no  consistent  pattern  of  difference  between  the  two 
groups .     Spend-down  average  annual  expenditures  for  hospitalization 
varied  from  $661  to  $1683  per  case  for  spend-downers,   $240  to  $2031 
for  unsuccessful  applicants. 

Physicians  (Tables  E6  and  E7) 

In  all  but  one  of  the  sites  (Baltimore)  the  spend-downers  re- 
ported more  physician  visits  during  the  year  prior  to  their  Medicaid 
application  than  the  unsuccessful  applicants.     Both  groups  reported 
physician  visit  rates  well  over  the  national  average  of  5  visits  per 
year. 

Spend-downers  consistently  reported  more  expenses  for  physicians 
than  did  the  unsuccessful  applicants.     Only  in  Baltimore  was  this 
pattern  reversed.    For  unsuccessful  applicants  the  reported  expendi- 
tures ranged  from  $44  to  $255  for  the  prior  year.  Spend-downers, 
however,  reported  figures  ranging  from  $107  to  $617. 

Drugs  (Table  Ell) 

In  four  of  the  six  sites  for  which  data  was  available,  the  spend- 
downers  reported  higher  drug  expenses  in  the  year  prior  to  their 
Medicaid  application  than  did  the  unsuccessful  applicants.     This  was 
true  in  both  North  Carolina  sites,  while  one  site  in  both  Massachusetts 
and  Maryland  reversed  the  pattern.     Prior  annual  drug  expenses  varied 
from  $54  to  $312  for  spend-downers,  and  from '$79  to  $262  for  unsuccess- 
ful applicants. 


There  was  insufficient  data  to  estimate  Lynn  USD  figures. 
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Nursing  Home  Care  (Tables  E14  and  El 5) 

Neither  spend-downers  nor  unsuccessful  spend-down  applicants  seem 
likely  to  have  used  nursing  home  services  during  the  year  prior  to 
their  Medicaid  application.    Only  one  respondent  at  any  of  .the  seven 
sites  had  previously  stayed  in  a  nursing  home.     It  should  be  remembered 
that  the  survey  population  by  design  excluded  Medicaid  applicants  and 
recipients  residing  in  long-term  care  institutions. 

Other  Health  Services 

In  Massachusetts  and  Maryland  the  spend-downers  reported  higher 
expenses  for  "other"  health  services  than  did  the  unsuccessful  appli- 
cants.   However,  in  North  Carolina  the  unsuccessful  applicants  spent 
more  than  the  spend-downers .     The  spend-downers  reported  expenses  of 
about  $20  in  the  two  North  Carolina  sites.     The  Massachusetts  and 
Maryland  spend-downers  reported  figures  over  $100  in  every  case.  The 
pattern  for  unsuccessful  applicants  was  less  clear,  ranging  from  $35 
in  Baltimore  to  $114  in  Montgomery.     (Springfield  spend-downers  re- 
ported an  average  of  $48,  while  the  Boston  average  was  $104.) 
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4 . 3    Relationship  of  Spend-downers  to  the  Medically  Needy 


The  purpose  of  this  section  is  to  review  the  characteristics 
of  spend-downers  as  discussed  in  Section  4.1  and  to  note  the 
extent  to  which  these  characteristics  are  also  found  in  the  medically 
needy  caseload.     In  short,  for  each  variable  discussed  in  Section  4.1, 
an  effort  is  made  to  answer  the  question  "are  there  any  differences 
between  the  spend-down  and  medically  needy  groups?"    For  this  analysis, 
339  medically  needy  recipients  were  interviewed  in  the  three  study 
States. 

The  relationships  discussed  in  this  section  are  highly  complex, 
involving  one  or  more  variables  across  two  groups  (medically  needy 
versus  spend-down)  across  seven  sites  in  three  States.     In  general, 
it  can  be  stated  that  there  are  very  few  relationships  which  hold 
across  all  seven  sites.     In  particular,  it  can  be  stated  that  there 
are  no  significant  relationships  between  the  socio-demographic  char- 
acteristics and  economic  status  of  medically  needy  and  spend-down 
groups  which  hold  across  most  sites  except  that  spend-downers  have 
higher  incomes,  are  more  likely  to  be  homeowners    and  to  be  in  debt. 

'  1 — : — : — :   '.  v  •  v  i      ■  7—. —       .  . — : — :   ....  — 1 

On  the  other  hand,  there  are  some  major  differences  between  the 
two  groups  in  utilization  of  health  resources  in  the  year  prior  to 
application  for  Medicaid.     In  particular,  the  spend-downers  appear 
to  have  utilized  health  services  to  a  greater  extent  during  that  year 
than  did, the  medi ca lly  needy  and,  as  a  result,  to  have  incurred ^higher 
average  medical  costs.  The  medically  needy  are  more  likely  than  spend- 
downers  to  have  been  previously  eligible  for  Medicaid.     However,  once 
on  Medicaid,  no  consistent  differences  could  be  seen  in  utilization 
patterns  for  the  two  groups. 

The  findings  of  the  comparative  analysis  of  the  medically  needy 
and  spend-down  populations  are  summarized  in  Exhibit  4.3,  following  this 
page,  and  presented  in  greater  detail  in  the  remainder  of  this  section. 

4.3,1    Relative  Size  of  the  Spend-Down  Program 

The  size  of  the  spend-down  easel oad  relative  to  the  (other)  med- 
ically needy  is  highly  variable.     In  two  of  the  study  States,  spend- 
downers  are  a  relatively  insignificant  portion  of  the  total  medically 
needy  caseload,  varying  from  .6%  to  4%  in  the  two  Maryland  sites,  and 
from  4%  to  12%  in  the  Massachusetts  sites.     These  figures  contrast 
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EXHIBIT  4.3 


RELATIONSHIP  OF  MEDICALLY  NEEDY  AND  SPEND-DOWNERS 


Categorical  Relatedness 

Relationship  varies  according  to 
State:     Maryland  spend-downers  tend 
to  be  families;  North  Carolina  spend- 
downers  tend  more  to  be  adult 

No  pattern  in  Massachusetts 

Case  size 

Related  to  categorical  composition  of 
caseload 

Race 

Both  medically  needy  and  spend- 
downers  are  more  likely  to  be  black 
than  general  population 

No  relationship  across  sites.  North 
Carolina  spend-downers  more  likely  to 
be  white  than  medically  needy 

Sex  of  head  of  household 

No  relationship 

Age 

No  relationship,  some  association 
with  categorical  composition  of 
caseload 

Income  levels 

Spend-downers  have  higher  income 

Income  source 

No  relationship  except  spend-downers 
have  more  pensions 

Assets 

No  relationship  in  general 

Spend-downers  more  likely  to  have 
cash  or  savings 

No  relationship  for  ownership  of 
stocks  or  cash  value  of  insurance 
policy 

Medically  needy  tend  to  have  higher 
value  to  their  liquid  assets 

Likelihood  of  expending  assets  in 
past  year  varies  by  State 

Spend-downers  more  likely  to  own 
homes 
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EXHIBIT  4.3  (Continued) 


Debt 

Spend r-downers  more  likely  to  have 
incurred  debts 

Spend -downers  more  likely  to  remain 
in  debt  once  incurred  N 

Referral  source 

Friends  and  family  major  referral 
source  for  both  spendr-downers  and 
medically  needy,  as  is  the  welfare 
department 

Spend-downers  more  likely  to  be 
referred  by  hospitals,  less  likely 
by  physicians 

Reason  for  application 

Change  in  health  status  is  the  major 
reason  for  both  groups 

Change  in  income  is  the  second  most 
important  reason  for  both  groups 

Spend-downers  are  more  likely  to 
report  changed  health  status  as  a 
reason  for  applying 

Spend-downers  are  less  likely  to 
report  new  awareness  of  previous 
eligibility  as  a  reason  for  applying 

Prior  knowledge  of  the 
Medicaid  program 

No  relationship.     Significant  pro- 
portions of  both  groups  were  unaware 
of  the  program  at  the  time  of  appli- 
cation 

Previous  Medicaid 
eligibility 

Spend-downers  are  more  likely  to  have 
no  previous  coverage  or  less  than  a 
year  of  coverage 

Spend-downers  are  less  likely  to  re- 
port more  than  two  years  of  previous 
Medicaid  eligibility 

Previous  spend-down 
experience 

Spend-downers  are  far  more  likely  to 
have  had  previous  spend-down 
experience 
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EXHIBIT  4.3  (Continued) 


Likelihood  of  having 
health  insurance 

No  relationship  in  general 

Costs  of  prior 
hospitalization 

Spend-downers  have  higher  average 
costs 

Prior  utilization  of 
physicians 

Spend-downers  are  more  likely  to  have 
some  contact  with  physicians  in  year 
prior  to  application 

Spend-downers  more  likely  to  have 
heavy  utilization  (more  than  once  a 
month) 

Costs  of  prior  physicians 
use 

Spend-downs  have  higher  average  costs 

Likelihood  of  prior 
hospitalization 

Spend-downers  more  likely  to  have 
some  prior  hospitalization  in  past 
year 

Spend-downers  more  likely  to  have 
lengthy   (more  than  three  weeks) 
hospitalization 

Prior  utilization  of 
drugs 

Spend-downers  more  likely  to  use 
drugs 

Prior  utilization  and  cost 
of  other  health  services 

No  relationship  overall 

Ambulatory  care  utiliza- 
tion under  Medicaid 

No  relationship  with  respect  to 
encounter  rates 

Spend-downers  consistently  spend  more 
per  visit 

In  Massachusetts  both  spend-downers 
and  medically  needy  AFDC  and  MA-21 
' cases  have  high  encounter  rates 

Medically  needy  are  more  likely  to 
have  at  least  one  ambulatory  care 
encounter  during  the  year 
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EXHIBIT  4.3  (Continued) 


Acute  hospital  utiliza- 
tion under  Medicaid 

Spend-downers  spend  more  per  day  of 
hospital  care 

No  relationship  found  for  days  of 
care  per  month  eligible 

l_j  V  I      i    i  >  wzz  v  i.  _il  i  cl  jl  A-  y     it  ~~  v^-  ^ — *  y     CLi  i\**t     o  \  j  w  i  i*»*    uuwi  i    x>  o 

use  hospital  care  more  than  the 
national  average 

Pharmacy  (Massachusetts 
only) 

No  average  expenditure  per  month 
relationship 

Greater  variation  in  expenditures 
across  cities  than  between  medically 
needy/spend -downe r s 

In  both  groups  aged  and  disabled  con- 
sistently had  the  highest  expenditures 

168 


sharply  with  the  two  North  Carolina  sites  in  which  spend-downers  repre- 
sent close  to  one-quarter  of  the  total  medically  needy  caseload.     It  is 
difficult  to  know  whether  this  variation  among  the  States  results  from 
the  differences  in  the  State  eligibility  rules  and  levels,  or  instead 
is  reflective  of  differences  among  the  States  in  intake  procedures  and 
general  awareness  of  the  poor  population  about  spend-down, 

4.3.2    Categorical  Composition  and  Related  Socio-Demographic  Char- 
acteristics  (Tables  A-2,  B-l ,  B-3 ,  B-4) 

There  is  no  uniform  pattern  between  the  categorical  relationship 
of  the  medically  needy  and  spend-downers  which  holds  across  all  seven 
sites.     Instead,  as  one  might  suspect,  the  composition  of  the  caseloads 
appears  to  vary  by  State  as  shown  in  the  table  below.     The  proportion 
of  AFDC-related  recipients  is  considerably  greater  among  the  medically 
needy  (than  among  the  spend-downers)  in  both  of  the  North  Carolina 
sites,  while  in  Maryland  there  are  more  AFDC-related  recipients  in  the 
spend-down  group.     There  is  no  common  pattern  within  the  three  Massa- 
chusetts sites;  at  Springfield,  AFDC  and  MA- 21  recipients  dominate  the 
medically  needy  caseload,  while  the  aged  dominate  the  spend-down  group. 
The  opposite  is  true  in  Lynn.     Then  in  Boston  the  categorical  distribu- 
tion between  the  groups  is  close  to  the  same. 


Table  4.38 

CATEGORICAL  COMPOSITION  OF  SPEND-DOWN  AND  MEDICALLY  NEEDY  CASELOADS  BY  SITE 


MASSACHUSETTS 

NORTH 

CAROLINA 

MARYLAND 

Spring- 
field 

Boston 

Lynn 

Forsyth 

Guilford 

Baltimore 
City 

Montgomery 
County 

SD 

MN 

SD 

MN 

SD 

MN 

SD 

MN 

SD 

MN 

SD 

MN 

SD 

MN 

AFDC 

15% 

17% 

37% 

28% 

28% 

7% 

28% 

46% 

23% 

38% 

78% 

30% 

34% 

21% 

MA- 21 

11% 

50% 

21% 

30% 

43% 

23% 

Aged 

71% 

17% 

14% 

24% 

12% 

60% 

42% 

37% 

47% 

36% 

11% 

57% 

27% 

60% 

Disabled 

4% 

16% 

29% 

18% 

16% 

11% 

30% 

16% 

30% 

23% 

10% 

13% 

39% 

19% 

Blind 

1% 

0% 

2% 
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These  findings  indicate  that  in  North  Carolina,  the  medically 
needy  caseload  is  more  likely  to  be  AFDC  ■'-related  f  while  spend-downers 
are  more  likely  to  be  aged  and  disabled  recipients.     In  Maryland,  the 
medically  needy  are  more  likely  to  be  aged  and  disabled,  while  the 
spend-down  group  is  more  likely  to  be  AFDC  cases. 

Case  Size,  Age,  and  Sex  of  Household  Head 

As  might  be  expected,  the  relative  case  sizes  for  the  medically 
needy  and  spend-down  caseloads  vary  among  the  sites  depending  upon  the 
relative  proportion  of  adult  cases  and  AFDC  or  MA- 21  cases  at  each  site. 

With  a  single  exception  for  each  group,  the  majority  of  medically 
needy  and  spend-down  households  on  each  site  were  headed  by  females. 
But  in  comparing  the  proportion  of  female-headed  households  in  each 
group  (medically  needy  versus  spend-down) ,  there  is  no  pattern  which 
can  be  found  across  all  sites.     Somewhat  surprisingly,  there  is  no  ob- 
vious one-to-one  relationship  between  the  relative  proportions  of  AFDC 
recipients  in  the  medically  needy  and  spend-down  caseloads  and  the  rel- 
ative proportion  of  the  cases  headed  by  females. 

It  seems  as  if  the  age  breakdown  of  the  caseloads  across  sites 
is  a  function  of  the  categorical  relatedness  of  the  caseloads. 

4.3.3    Race  (Table  B-2? 

Non-whites  comprise  fewer  than  50%  of  the  medically  needy  and 
spend-down  caseloads  in  six  of  the  seven  sites.     (The  exceptions  are 
Forsyth    County  for  the  medically  needy  and  Baltimore  for  the  spend- 
downers.)     But  within  this  pattern  of  white  dominance  of  both  the 
spend-down  and  medically  needy  caseloads,  there  is  no  clear  pattern 
relating  the  racial  composition  of  the  medically  needy  and  spend-down 
caseloads  which  holds  across  seven  sites.     However,  both  groups  are 
more  likely  to  be  black  than  the  general  population  at  most  sites. 

The  racial  composition  of  the  medically  needy  and  spend-down  case- 
loads is  consistent  in  only  one  of  the  three  States.     In  both  sites  in 
North  Carolina,  spend-downers  are  considerably  more  likely  to  be  white 
than  are  the  medically  needy.     However,  in  North  Carolina  the  spend- 
down  population  is  closer  in  racial  composition  to  the  general  pop- 
ulation which  is  75%  white  at  both  sites. 
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The  overall  racial  composition  of  the  two  groups'  caseloads 
across  all  seven  sites  is  illustrated  in  the  table  below. 

TABLE  4.39 
RACIAL  COMPOSITION  OF  CASELOADS 
(percent  white  in  each  group) 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring- 
field 

Boston 

Lynn 

For- 
syth 

Guil- 
ford 

Balti- 
more 

Mont- 
gomery 

Medically 
Needy 

77.3% 

73.3% 

92.9% 

36.0% 

51.0% 

53.5% 

73.3% 

Spend- 
downers 

70.4% 

95.8% 

90.2% 

59.1% 

74.8% 

41.5% 

85.9% 

General 
Population 

87.2% 

82.0% 

97.0% 

75.0% 

75.0% 

53.0% 
—  ,.„.  

94.7% 

4.3.4    Economic  Status  (Tables  B-.5 ,  B-6,  B-7,  B-8 ,  B-9 ,  B-10,  B-ll) 

The  economic  status  of  the  medically  needy  and  spend-downers  can 
be  summarized  by  presenting  data  on  their  incomes,  assets,  and  lia- 
bilities.    In  general,  spend-downers  tend  to  have  higher  incomes  and 
are  more  likely  to  have  debts  than  the  medically  needy.    No  consistent 
differences  appear  with  respect  to  the  differential  likelihood  of  own- 
ing liquid  assets,  but  spend-downers  are  more  likely  to  be  homeowners. 
Each  of  these  findings  is  discussed  in  greater  detail  below. 

Income  and  Income  Sources 

By  definition  both  the  medically  needy  and  spend-downers  can  be 
expected  to  have  non-welfare  sources  of  income  because,  in  general, 
if  they  did  not,  they  would  be  likely  to  be  recipients  of  cash  assis- 
tance.   Moreover  (with  the  exception  of  those  cases  in  which  there  is 
a  negative  band  between  welfare  levels  and  protected  income  levels)  , 
it  also  follows  that  within  a  given  State,  spend-downers  would  have 
a  greater  amount  of  income.     (Were  it  not  for  this  increment  of  income, 
they  would  be  medically  needy.) 
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For  the  most  part,  this  expectation  is  borne  out,  and  the  spend- 
downers  do  have  substantially  higher  income  levels  than  the  medically 
needy.     In  other  words, . spend-downers  are  more  likely  to  have  higher 
income  and  less  likely  to  have  lower  income.     The  differences  in  in- 
come between  the  two  groups  varies  considerably,  however,  from  site 
to  site.     Thus,  for  example,  in  Maryland  the  differences  appear  to 
be  much  greater  in  Baltimore  than  in  Montgomery  County.     In  Baltimore 
none  of  the  medically  needy  and  24%  of  the  spend-downers  have  an  in- 
come over  $6,000.     This  compares  with  none  of  the  medically  needy  and 
only  2%  of  the  spend-downers  in  Montgomery  County. 

Somewhat  paradoxically,  the  data  contain  a  number  of  exceptions 
to  the  rule  that  spend-downers  have  higher  incomes.    When  one  restricts 
one's  attention  to  the  upper  levels  of  income,  it  becomes  evident  that 
the  proportion  of  individuals  with  income  greater  than  $7,000  a  year  is 
either  slightly  or  significantly  higher  among  the  medically  needy 
(than  among  the  spend-downs)  in  three  of  the  seven  sites   (Lynn  and  the 
two  Maryland  sites)  and  is  lower  in  three  of  the  others  (Boston,  Spring- 
field, and  Forsyth  ) .     (In  Guilford,  neither  spend-downers  nor  medically 
needy  include  individuals  with  an  income  greater  than  $7,000  a  year.) 

At  the  highest  extreme,  there  is  no  site  where  any  spend-downers 
have  an  annual  income  greater  than  $10,000.     Again,  paradoxically,  in 
Boston  there  is  an  extremely  small  proportion  of  medically  needy  cases 
with  an  income  over  this  figure. 

The  overall  relationship  of  the  income  levels  of  the  medically 
needy  and  spend-downers  is  illustrated  in  the  table    on  the  following 
page. 

For  the  most  part,  there  are  no  systematic  differences  between 
the  medically  needy  and  spend-down  groups  with  respect  to  sources  of 
income  which  hold  across  all  seven  sites.     The  single  exception  to 
this  rule  is  in  the  area  of  pensions?  spend-downers  are  uniformly  more 
likely  to  be  receiving  income  from  this  source. 
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It  is  of  particular  note  that  there  is  no  consistent  difference 
between  the  two  groups  with  regard  to  the  receipt  of  earned  income. 
Earned  income  is  reported  by  between  8.4%  and  25.3%  of  the  medically 
needy  and  between  7.8%  and  66.6%  of  the  spend-downers .     But  the 
spend-downers  are  more  likely  to  report  earned  income  in  three  sites 
(both  Maryland  sites  and  Lynn)  and  less  likely  to  report  such  income 
in  the  other  four.     The  percentages  of  each  group  reporting  earned 
income  are  presented  in  the  table  below. 

TABLE  4.41 

EARNED  INCOME  FOR  MEDICALLY  NEEDY  AND  SPEND-DOWNERS 
(percentage  of  each  group 
reporting  earned  income) 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring- 
field 

Boston 

Lynn 

For- 
syth 

Guil- 
ford 

Balti- 
more 

Mont- 
gomery 

Medically 
Needy 

25.3% 

13.9% 

12.9% 

17.0% 

8.4% 

20.9% 

10.9% 

Spend- 
downers 

25.2% 

13.8% 

41.2% 

9.0% 

7.8% 

66.6% 

22.3% 

Difference 

-.1% 

-.1% 

28.3% 

-8.0% 

-.6% 

45.7% 

11.4% 

In  general,  both  the  spend-downers  and  the  medically  needy  tend 
to  be  recipients  of  OASDI  in  most  sites.     They  represent  a  majority  of 
the  medically  needy  in  all  sites  except  Springfield  and  a  majority 
of  the  spend-downers  in  all  sites  except  Lynn  and  Baltimore.     The  rela- 
tive likelihood  of  members  of  either  group  being  a  recipient  of  OASDI 
varies,  however,  according  to  State.     Spend-downers  are  more  likely  to 
be  OASDI  recipients  in  both  North  Carolina  sites,  less  likely  in  both 
Maryland  sites  (although  the  difference  is  quite  small  in  one  of  them) , 
and  there  is  no  pattern  in  Massachusetts.     It  should  be  remembered  that 
the  spend-downers  are  more  likely  to  be  aged  or  disabled  recipients  in 
both  North  Carolina  sites  and  less  likely  to  have  these  categorical  re- 
lationships in  both  Maryland  sites.    Thus,  it  appears  that  receipt  of  OASDI 
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is  closely  related  to  the  proportion  of  aged  and  disabled  in  the 
caseload,  an  entirely  expected  finding. 

Liquid  Assets 

Assets  can,  in  general,  be  divided  into  liquid  assets — those 
which  are  readily  convertible  into  funds — and  fixed  assets.     The  re- 
lationship between  the  likelihood  of  ownership  of  liquid  assets  is 
discussed  below.     The  relationship  with  respect  to  fixed  assets  (in 
this  case  home  ownership)  is  presented  in  the  next  subsection. 

The  relatively  straightforward  relationship  between  the  income 
levels  of  the  medically  needy  and  the  spend-downers  is  not  reflected 
in  the  relationship  of  reported  liquid  assets  of  the  two  groups. 
Based  on  the  income  data,  one  might  have  expected  the  spend-downers 
to  have  a  greater  likelihood  of  owning  liquid  assets  than  the  medi- 
cally needy.    But  this  expectation  is  not  supported  by  any  consistent 
relationship  in  the  data.     In  six  of  the  seven  sites  (all  but  Boston)  , 
there  is  no  significant  relationship  between  being  medically  needy  or 
a  spend-downer ,  and  the  differential  likelihood  of  having  liquid  as- 
sets.    These  sites  are  evenly  divided  into  three  in  which  spend-downers 
have  a  slightly  higher  proportion  of  individuals  with  no  assets  and 
three  others  where  the  opposite  is  true.     In  the  one  site  (Boston)  in 
which  a  major  difference  between  the  two  groups  appears,  it  is  the 
medically  needy  rather  than  the  spend-downers  who  are  far  more  likely 
to  have  some  liquid  assets. 

When  one  shifts  one's  attention  to  specific  liquid  assets,  an 
equally  complex  picture  emerges.     Spend-downers  are  more  likely  than 
the  medically  needy  to  report  having  cash  resouces  and  savings.  Both 
of  these  relationships  appear  in  five  of  the  seven  sites,  with  Lynn 
and  Baltimore  being  the  exceptions  for  the  former  and  Montgomery  and 
Forsythe  the  exceptions  for  the  latter. 

The  relationship  between  the  likelihood  of  the  two  groups  owning 
stocks  or  insurance  policies  with  a  surrender  value  varies  greatly 
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among  the  sites,  with  no  pattern  of  greater  or  lesser  likelihood 
appearing  within  states,  let  alone  among  them.     The  only  exceptions 
to  this  rule  are  Maryland,  in  which  spend -downers  are  more  likely 
to  own  stocks,  and  North  Carolina,  in  which  spend-downers  are  more 
likely  to  hold  insurance  policies  with  a  surrender  value. 

Although  there  is  no  group  pattern  with  respect  to  the  likeli- 
hood of  owning  liquid  assets,  there  is  a  pattern  with  respect  to 
average  value  of  these  assets.     The  medically  needy  are  more  likely 
to  have  higher  levels  of  liquid  assets  than  the  spend-downers.  As 
is  shown  in  the  table  below,  the  average  value  of  liquid  assests 
owned  by  spend-downers  is  less  than  that  of  the  medically  needy  in 
five  of  the  sites  and  greater  in  two. 

TABLE  4.42 

VALUE  OF  LIQUID  ASSETS  FOR  MEDICALLY  NEEDY  AND  SPEND-DOWNERS 


(average  dollar  value  for  each  group) 


MASSACHUSETTS 

NORTH 

CAROLINA 

MARYLAND 

Spring- 
field 

Boston 

Lynn 

For- 
syth 

Guil- 
ford 

Balti- 
more 

Mont— 
gomery 

Medically 
Needy 

$459 

$424 

$630 

$18 

$122 

$140 

$289 

Spend- 
downers 

$612 

$329 

$312 

$47 

$129 

$  45 

$  86  | 

J  Difference 

$153 

$-95  j 

$-318 

$29 

$  -7 

$-95 

$-203 

The  above  table  also  illustrates  the  importance  of  State  of  resi- 
dence with  respect  to  ownership  of  liquid  assets.     The  three  Massachusetts: 
sites  stand  out  as  having  considerably  higher  total  asset  levels  than_U; g 
other  two  States,     This  holds  for  both  medically  needy  and  spend-dowterg 

It  is  conceivable  that  at  least  some  of  these  apparently  anom- 
alous data  concerning  liquid  assets  are  the  result  of  a  greater 
tendency  among  spend-downers  (than  among  the  medically  needy)  to  ex- 
pend these  assets  in  the  course  of  meeting  medical  and  other  monetary 
needs.    There  is  some  evidence  that  this  may  be  occurring  in  Massa- 
chusetts,  but  no  such  patterns  appear  in  either  Maryland  or  North 
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Carolina.  In  all  three  Massachusetts  sites,  spend-downers  are  more 
likely  than  the  medically  needy  to  have  responded  that  they  had  had 
assets  during  the  past  year  that  they  no  longer  owned. ^ 

Home  Ownership 

The  proportions  of  medically  needy  and  spend-downers  owning  their 
own  homes  is  somewhat  surprising,  ranging  from  18%  (in  Guilford  County) 
to  53%  (in  Springfield)   for  the  former  and  16%  (in  Boston)  to  51%  (in 
Montgomery  County)  for  the  latter. 

In  general,  spend-downers  appear  more  likely  to  own  homes  than 
are  the  medically  needy.     This  pattern  holds  in  five  of  the  seven  sites, 
including  both  sites  in  North  Carolina  and  both  sites  in  Maryland.  (It 
is  not  true  in  Boston  or  Springfield,  however.) 

Within  the  various  categories,  however,  the  patterns  are  clearer. 
Thus,  for  example,  aged  spend-downers  are  uniformly  more  likely  to  own 
homes  than  are  aged  medically  needy.  This  relationship  appears  at  all 
sites  and  is  quite  strong  at  most  of  them.  A  somewhat  weaker  associa- 
tion in  the  opposite  direction  can  be  found  among  AFDC-r elated  members 
between  the  two  groups.  In  six  of  the  seven  sites  (all  but  Montgomery 
County) ,  the  AFDC-reiated  spend-downers  are  less  likely  to  own  homes 
than  are  the  AFDC-r elated  medically  needy. 

The  overall  proportions  of  the  spend-downers  and  medically  needy 
who  own  homes  are  illustrated  in  the  table  below. 


TABLE  4 .43 

HOME  OWNERSHIP  FOR  MEDICALLY  NEEDY  AND  SPEND-DOWNERS 
(percentage  in  each  group  owning  homes) 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring- 
field 

Boston 

Lynn 

For- 
syth 

Guil- 
ford 

Balti- 
more 

Mont- 
gomery 

Medically 
Needy 

53% 

19% 

22% 

26% 

18% 

17% 

43% 

Spend- 
downers 

29% 

16% 

36% 

34% 

23% 

28% 

51% 

Difference 

-24% 

-3% 

14% 

8% 

5% 

11% 

8% 

This  question  was  asked  only  of  those  individuals  with  one  or 
fewer  years  ox.  eligibility  for  Medicaid. 


Debts 

A  full  review  of  the  financial  status  of  the  medically  needy  and 
the  spend-downers  should  include  data  on  debts  as  well  as  assets-  As 
was  the  case  in  the  discussion  of  assets  in  the  above  paragraphs,  it 
is  difficult  to  perceive  any  unambiguous  patterns  with  respect  to 
debt .     Thus ,  despite  the  fact  that  spend-downers  tend  to  have  higher 
incomes  than  the  medically  needy,  it  appears  as  if  they  are  also  more 
likely  to  have  owed  money  in  the  previous  year.^"    This  pattern  is  evi- 
dent in  six  of  the  seven  sites  (all  but  Boston) ,  although  the  differ- 
ences between  the  two  groups  were  quite  small  in  many  of  them. 

Of  those  individuals  who  were  in  debt  in  the  past  year,  spend- 
downers  are  more  likely  than  the  medically  needy  to  remain  in  debt = 
This  pattern  appears  in  five  of  the  seven  sites  (all  but  Boston  and 
Montgomery  County)  ,  although  the  differences  are  small  in  many  of  them., 

Finally,  it  should  be  noted  that  at  all  seven  sites,  spend-downers 
are  more  likely  to  have  fallen  more  deeply  into  debt  since  becoming 
eligible  for  Medicaid  than  are  the  medically  needy.     The  differences 
are,  however,  small  in  most  sites.     To  the  extent  that  this,  pattern 

is  generalizable,  it  may  well  be  a  reflection  of  the  need  of  the  spend- 
downers  to  pay  more  medical  expenses  out  of  their  own  pockets,  thereby 
incurring  debt. 

4.3.5    Insurance  Coverage     (Table  E-l) 

There  are  no  significant  differences  between  the  medically  needy 
and  the  spend-downers  with  respect  to  health  insurance  coverage  (pri- 
vate and  Medicare)  during  the  year  prior  to  their  Medicaid  application . 
Spend-downers  are  less  likely  to  have  some  health  insurance  in  four 
of  the  sites  and  more  likely  to  have  some  in  the  remaining  three;  there 
was  no  consistent  pattern  with  regard  to  the  likelihood  of  having  had 
health  insurance  within  any  of  the  three  States. 

Moreover,  there  are  no  patterns  within  the  categorical  distribu- 
tion of  the  medically  needy  and  spend-down  groups ,  i.e.,  no  patterns 

Data  for  this  discussion  are  based  only  on  Medicaid  recipients 
with  a  year  or  less  of  eligibility. 
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of  differences  appear  between  the  two  groups  even  if  one  "controls" 
for  category  by  looking  only  at  that  category  of  recipients  within 
the  group.     For  example,  in  four  of  the  sites  (Boston,  Lynn,  Baltimore, 
and  Guilford  County)  ,  all  of  the  aged  spend-downers  and  all  of  the  aged 
medically  needy  have  at  least  some  form  of  health  insurance;  thus, 
there  could  be  no  difference  between  the  two  groups.     There  is  no  con- 
sistent pattern  among  the  remaining  sites. 

Among  the  aged  members  of  the  two  groups,  there  is  a  good  deal 
of  Medicare  but  no  patterns  appear  with  respect  either  to  the  differ- 
ential likelihood  of  holding  Medicare  eligibility  among  the  different 

1 

States  or  between  medically  needy  and  spend-downers  within  States. 
There  is  only  one  site  in  which  aged  medically  needy  had  private 
health  insurance  (Springfield)  .     This  can  be  compared  with  five  sites 
(all  but  Lynn  and  Montgomery  County) ,  which  contain  aged  spend-downers 
with  private  health  insurance.     Thus,  it  appears  as  if  among  the  aged, 
spend-downers  are  far  more  likely  to  have  private  health  insurance 
than  are  the  medically  needy. 

No  pattern  is  discernible  for  the  AFDC- related  medically  needy 
and  spend-downers.     The  AFDC-related  spend-downers  are  more  likely  to 
have  some  insurance  in  three  of  the  sites  (including  both  of  the  North 
Carolina  sites) ,  less  likely  in  two  others  (both  in  Massachusetts) , 
and  equally  likely  in  the  remaining  two  sites. 

By  virtue  of  their  age,  one  would  expect  that  aged  spend-downers 
and  medically  needy  would  tend  to  include  a  large  proportion  of  Medicare 
recipients,.    By  the  same  token,  one  would  expect  that  very  few — if  any — 
of  the  AFDC-related  Medicaid  recipients  would  have  Medicare  eligibility. 
In  general,  this  expectation  is  borne  out.     Among  the  AFDC-related  cases, 
there  is  no  Medicare  eligibility  whatsoever  for  the  medically  needy; 
there  is  no  eligibility  among  the  spend-downers  at  five  of  the  seven 
sites.     (The  two  exceptions  are  Baltimore  and  Forsyth    County  where  the 
proportions  of  recipients  with  Medicare  eligibility  are  2.6%  and  12.5% 

^Maryland  is  the  one  exception  to  this  rule.    Aged  spend-downers 
are  more  likely  to  be  Medicare  eligibles  than  are  aged  medically  needy 
in  both  Maryland  sites. 
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respectively.)     While  there  is  virtually  no  Medicare  eligibility  among 
these  two  groups,  both  the  medically  needy  and  spend-downers  with  AFDC 
categorical  relatedness  do  often  hold  private  medical  insurance.  AFDC- 
related  spend-downers  are  far  less  likely  to  have  private  insurance  in 
all  three  Massachusetts  sites  and  are  far  more  likely  in  both  North  Caro- 
lina sites.     The  patterns  in  the  two  Maryland  sites  are  contradictory. 

4.3.6    Experience  with  Medicaid  (Tables  C-l,  C-2,  C-5,  C-6,  C-8) 

With  a  single  exception,  changes  in  health  status  is  the  dominant 

reason  for  applying  for  Medicaid  among  both  the  medically  needy  and 

1 

the  spend-downers  at  each  of  the  seven  sites.       In  addition,  spend- 
downers  are  more  likely  than  the  medically  needy  to  have  applied  for 
this  reason  at  each  of  the  sites.     The  differences  in  proportion  of 
medically  needy  and  spend-downers  citing  this  reason  varies  from  2%  in 
Boston  to  more  than  32%  in  Guilford  County  and  both  Maryland  sites. 

Determination  of  program  eligibility  is  considerably  more  com- 
plex for  spend-downers  than  for  the  medically  needy.     It  is  thus 
not  surprising  that  the  proportion  of  Medicaid  cases  representing 
individuals  who  applied  because  of  sudden  awareness  of  eligibility 

is  much  smaller  among  the  spend-downers  than  among  the  medically 

2 

needy  in  six  of  the  seven  sites. 

It  is  difficult  to  discern  any  other  significant  systematic 
differences  among  the  reasons  for  applying  for  Medicaid  between  the 
two  groups.     Patterns  appear  to  emerge  at  individual  sites,  but  are 
often  contradicted  by  opposite  patterns  at  other  sites  in  the  same 
State . 

Referral  Source 

In  all  sites,  there  ^are  significant  differences  in  the  sources 
of  referrals  to  Medicaid  between  the  medically  needy  and  the  spend- 
downers  .    These  differences  are  not,  however,  consistent  within 
States,  let  alone  among  the  seven  sites. 


The  exception  is  the  medically  needy  in  Guilford  County.  For 
this  group,  awareness  of  existing  eligibility  was  the  primary  reason. 
2 

Baltimore  is  the  exception. 


180 


But  despite  this  diversity,  several  patterns  appear  to  be  evident 
in  a  majority  of  the  sites »     In  general,  family  and  friends  represent  an 
important  referral  source  for  both  the  medically  needy  and  the  spends 
downers,  and  many  in  both  groups  indicate  they  first  learned  about  Medic- 
aid from  the  welfare  department  itself. 

With  a  single  exception,  hospitals  are  a  proportionately  larger 
source  of  referrals  for  spend-downers  than  for  the  medically  needy. 
This  pattern  is  especially  pronounced  in  two  of  the  Massachusetts 
sites  and  in  Baltimore  where  the  proportion  of  hospital  referrals 
for  spend-downers  exceeded  that  for  the  medically  needy  by  14%,  24%, 
and  15%,  respectively. 

In  general,  the  opposite  is  true  for  physician  referrrals.  Phy- 
sicians formed  a  smaller  proportion  of  the  sources  of  spend-down  re- 
ferrals than  of  medically  needy  referrals  in  all  five  sites  in  Massa- 
chusetts and  Maryland,  with  differences  as  large  as  14%  and  16%  in 
two  of  them.    On  the  other  hand,  physicians  were  a  proportionately 
greater  source  of  spend-down  referrals  for  both  North  Carolina  sites. 

Knowledge  of  Medicaid  at  Time  of  Referral 

One  might  have  expected  that  the  spend-downers  with  their  rela- 
tively higher  incomes  would  have  been  less  familiar  with  the  Medicaid 
program  than  the  medically  needy.     Review  of  seven  sites  does  not 
support  this  presumption;  there  is  no  overall  pattern  with  regard  to 
previous  knowledge.     Spend-downers,  as  a  group,  had  more  previous 
knowledge  of  Medicaid  at  four  of  the  sites;  they  had  less  knowledge 
at  the  remaining  three.      In  all  but  one  of  the  seven  sites,  the 
differences  in  prior  knowledge  between  spend-downers  and  the  medically 
needy  were  not  statistically  significant. 

The  differences  between  spend-downers  and  medically  needy  with 
respect  to  prior  knowledge  of  Medicaid  are  thus  far  less  striking 
than  is  the  finding  that  major  proportions  of  both  groups  had  no  prior 
knowledge  of  the  program  at  the  time  they  applied.     With  the  exception 
of  the  medically  needy  in  Lynn,  applicants  without  prior  knowledge 
made  up  at  least  one-third  of  the  cases  at  each  site.     The  proportion 
of  spend-downers  without  prior  knowledge  varied  from  a  low  of  36.4% 


181 


(in  Springfield)  to  a  high  of  83.5%  (in  Guilford  County).    This  can 
be  compared  with  a  range  of  29.6%  (in  Lynn)  to  80.8%  (in  Springfield) 
for  the  medically  needy. 

Previous  Medicaid  Coverage 

There  are  major  statistically  significant  differences  in  previous 
Medicaid  coverage  of  the  medically  needy  and  the  spend-downers  for  all 
of  the  sites  except  Boston.     The  medically  needy  are  more  likely  to 
have  had  at  least  some  eligibility  for  Medicaid  in  all  seven  sites, 
but  the  differences  in  Boston  are  considerably  smaller  than  at  the 
other  six.     The  differences  in  previous  eligibility  vary  from  60.9% 
in  Baltimore  and  43.1%  in  Springfield  at  one  extreme,  and  3.8%  in 
Boston  and  15.6%  in  Forsyth    County  at  the  other.     The  entire  pat- 
tern is  illustrated  in  the  table  below. 

TABLE  4.4  4 

PREVIOUS  ELIGIBILITY  FOR  MEDICAID  FOR  MEDICALLY  NEEDY  AND  SPEND-DOWNERS 

(Percent  in  each  group  with  at  least  some 
prior  eligibility  for  Medicaid) 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring- 
field 

Boston 

Lynn 

For- 
syth 

Guil- 
ford 

Balti- 
more 

Mont- 
gomery 

Medically 
Needy 

75.8% 

27.3% 

79.7% 

83.5% 

89.5% 

75.1% 

68.5% 

Spend- 
downers 

32.7% 

 ■  

23.5% 

43.1% 

67.9% 

60.4% 

14.2% 

24.9% 

Difference 

-43.1% 

-3.8% 

-36.6% 


-15.6% 

-29.1% 

-60.9% 

-43.6% 

In  addition  to  this ,  spend-downers  are  far  less  likely  than  the 
medically  needy  to  have  had  extensive- — i.e.,  greater  than  two  years — 
Medicaid  coverage.     This  relationship  appears  in  six  of  the  seven  sites, 
all  except  Boston.    Of  the  remaining  six  sites,  the  differences  are 
particularly  strong  in  Lynn  (41.5%)  and  Guilford  County  (39.3%).  The 
entire  relationship  is  illustrated  in  the  table  on  the  following  page. 
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TABLE  4.45 

EXTENSIVE  PREVIOUS  MEDICAID 
ELIGIBILITY  AMONG  MEDICALLY  NEEDY 
AND  SPEND-DOWNERS 

(Percent  in  each  group  with  two  or  more  years  of 
previous  Medicaid  eligibility) 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring- 
field 

Boston 

Lynn 

For- 
syth 

Guil- 
ford 

Balti- 
more 

Mont- 
gomery 

Medically 
Needy 

45.0% 

8.1% 

48.6% 

69.1% 

75.4% 

18.7% 

45.1% 

Spend- 
downers 

23.4% 

12.7% 

7.1% 

42.8% 

36.1% 

4.6% 

14.6% 

Difference 

-21.6% 

4.6% 

-41.5% 

-26.3% 

-39.3% 

-14.1% 

-30.5% 

As  can  be  seen  from  the  above  two  tables,  the  likelihood  of  pre- 
vious Medicaid  eligibility  and  the  likelihood  of  previous  extensive 
Medicaid  eligibility  appears  to  vary  according  to  State  of  residence  for 

both  spend-downers  and  the  medically  needy.     The  two  North  Carolina 
sites  have  the  highest  proportions  of  repeaters  and  "extensive"  re- 
peaters for  both  groups.    Boston  has  the  lowest  percentage  of  medically 
needy  repeaters  and  extensive  repeaters,  and  Baltimore  has  the  lowest 
percentage  of  spend-down  repeaters  and  extensive  repeaters . 

4.3.7    Experience  with  Spend-down  (Table  C-7) 

As  one  might  expect;  spend-downers  were  considerably  more  likely 
than  medically  needy  individuals  to  have  had  previous  spend-down  ex- 
perience in  all  seven  sites,  but  the  likelihood  of  previous  spend- 
down  appears  to  be  as  much  a  function  of  State  residence  as  nature 
of  eligibility  (spend-down  versus  medically  needy).1    Maryland  had 
by  far  the  lowest  proportions  of  previous  spend-downers  among  both  its 
spend-down  and  medically  needy  caseload;  none  of  the  medically  needy 
and  only  6.2%  to  9.5%  of  the  spend-downers  had  had  previous 
spend-down  experience.    The  likelihood  of  a  medically  needy  Medicaid 

3*The  difference  in  proportion  of  Medicaid  recipients  with  previous 
spend-down  history  between  medically  needy  and  spend-downers  varied 
from  6.2%  in  Baltimore  to  63.1%  in  one  of  the  Guilford  County  sites. 
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recipient's  having  had  previous  spend-down  experience  was  highest  in  the 
three  Massachusetts  sites;  but  the  likelihood  of  a  spend-down  recipient' 
having  had  this  experience  was  by  far  the  largest  in  the  two  North  Caro- 
lina sites.  In  the  North  Carolina  sites,  44.4%  and  67.1%  of  the  spend- 
downers  were  repeating  one  or  more  previous  spend-down  experiences,  as 
compared  with  only  1.6%  and  4.0%  of  the  medically  needy  cases  respective 
ly. 

4.3.8    Health  Utilization  Patterns  Prior  to  Medicaid  Eligibility 
(Tables  E-2  through  E-20) 

Despite  a  general  inconclusiveness  of  the  comparisons  of  the  socio- 
demographic  characteristics  of  the  medically  needy  and  the  spend-downers 
there  do  appear  to  be  a  number  of  significant  differences  between  the 
two  groups  in  their  health  history.  Described  in  this  section  is  a  com- 
parison of  the  two  groups  in  terms  of  their  patterns  on  health  care  util 
ization  during  the  year  before  applying  for  Medicaid. 

Physicians 

Although  there  are  a  few  exceptions,  spend-downers  appear  more  like 
ly  than  the  medically  needy  to  have  had  at  least  some  contact  with  phy- 
sicians  in  the  year  prior  to  application  for  Medicaid.     In  addition  to 
this ,  the  spend-downers  are  more  likely  to  have  had  heavy  utilization 
of  physicians .    At  every  site  the  spend-downers  averaged  more  visits 
to  the  doctor  in  the  year  prior  to  Medicaid  eligibility  than  did  the 
medically  needy.    While  the  medically  needy  encounter  rate  never  ex- 
ceeded 8  visits  in  a  year  (still  high  by  national  standards) ,  the  spend- 
downers'  encounter  rate  never  fell  below  9  visits  in  a  year.     In  fact, 
the  spend-downers  reported  an  average  of  one  visit  a  month  or  more  in 
four  of  the  seven  sites. 

Given  the  finding  of  greater  utilization  of  physicians  by  spend- 
downers,  it  is  not  surprising  to  note  that  the  spend-downers  tend  to 
have  higher  average  costs  for  physicians'  visits.     This  pattern  is  pres- 
ent in  five  of  the  seven  sites,  including  all  sites  in  both  Maryland  and 
North  Carolina. 
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The  utilization  of  physicians  is      further        illustrated  by  a 
comparison  of  the  proportion  of  medically  needy  and  spend-downers  who 
had  no  contact  with  physicians  in  the  year  prior  to  their  Medicaid  ap- 
plications as  summarized  in  the  table  below. 

TABLE  4.46 

NON-UTILIZATION  OF  PHYSICIANS 
PRIOR  TO  MEDICAID  ELIGIBILITY  AMONG  MEDICALLY  NEEDY  AND  SP END-DOWNERS 

(Percent  in  each  group  reporting 
  no  physician  visits)  


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring- 
field 

Boston 

Lynn 

For- 
syth 

Guil- 
ford 

Balti- 
more 

Mont- 
gomery 

Medically 
Needy 

28.5% 

20.9% 

34.1% 

54.3% 

86.2% 

20.2% 

69.4% 

Spend- 
downers 

12.2% 

57.0% 

20.8% 

23.9% 

6.5% 

30.0% 

3.8% 

How  much  spend-downers  versus  the  medically  needy  spent  on  phys- 
icians' services  is  summarized  below. 


TABLE  4.47  * 

AVERAGE  ANNUAL  COST  OF  PHYSICIANS'  SERVICES 
PRIOR  TO  MEDICAID  ELIGIBILITY  AMONG  MEDICALLY  NEEDY  AND  SPEND-DOWNERS 


MASSACHUSETTS 


NORTH  CAROLINA 


MARYLAND 


Medically 
Needy 


Spend- 
downers 


Spring- 
field 


$201 
n=6* 


$160 
n=20 


Boston 


$136 
n=20 


$617 


Lynn 


For- 
syth 


$353 
n=4 


$60 
n=6 


$239 


$230 


n=15      |  n=13    |  iv=20 


Guil- 
ford 


Balti- 
more 


NA 


$111 
n=6 


$107 
n=ll 


$208 
n=50 


n    represents  number  of  respondents. 


Mont- 
gomery 


$57 
n=7 


$375 
n=6 
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In  general,  between  a  third  and  a  half  of  the  medically  needy  and 
the  spend-downers  report  an  increase  in  number  of  doctor  visits  since 
Medicaid  eligibility."*"    The  spend-downers  are  neither  more  nor  less 
likely  to  report  such  increases,  doing  so  at  four  sites  but  not  at  the 
other  three.     (Spend-downers  are  more  likely  to  report  increases  in 
both  North  Carolina  sites,  and  less  likely  to  do  so  in  both  Maryland 
sites;  there  was  no  common  pattern  in  Massachusetts.) 

Hospitals 

Spend-downers  are  considerably  more  likely  to  report  a  hospitaliza- 
tion during  the  past  year  than  are  the  medically  needy.     This  pattern 
occurs  in  six  of  the  seven  sites,  all  but  Springfield.    Moreover,  the 
spend-downers  are  more  likely  to  report  large  amounts  of  hospitaliza- 
tion   —  i.e.,  an  average  of  more  than  one  week  hospitalized  in  the 

2 

year  prior  to  their  Medicaid  eligibility  —  in  five  of  the  seven  sites. 
As  would  be  expected,  spend-downers  also  report  higher  average  annual 
inpatient  hospitalization  expenses.     However,  our  sample  size  was  so 
small  for  these  items  that  the  reliability  of  the  data  is  questionable. 

The  medical  expenses  for  in-patient  hospitalization  for  the  two 
Medicaid  groups  across  all  sites  is  summarized  in  the  following  table. 

TABLE  4.48 

AVERAGE  ANNUAL  EXPENDITURES  FOR  HOSPITALIZATION 
PRIOR  TO  MEDICAID  ELIGIBILITY  AMONG  MEDICALLY  NEEDY  AND  SPEND-DOWNERS 


MASSACHUSETTS 

NORTH  CAROLINA 

MARYLAND 

Spring- 
field 

Boston 

Lynn 

For- 
syth 

Guil- 
ford 

Balti- 
more 

r 

Mont- 
gomery 

Medically 
Needy 

$550 
n=6* 

$2268 
n=20 

$175 
n=4 

$167 
n=6 

NA 

$  0 
n=6 

$5612 
n=7 

Spend- 
downers 

$745 
n=20 

$  661 
n=15 

$1683 
n=13 

$947 
n=20 

$900 
n=ll 

$1034 
n=50 

$  670 
n=6 

"n"  represents  number  of  respondents. 


"Boston  represents  the  major  exception  to  this  generalization.  In  Boston 
more  than  95%  of  the  spend-downers  reported  an  increase. 

The  two  exceptions  are  Boston  and  Montgomery  County. 


Drugs 

As  is  indicated  above,  the  spend-downers  tended  to  have  higher 
costs  for  in-patient  hospitalization  and  doctors*  fees  than  did  the 
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medically  needy  prior  to  Medicaid  application.     This  same  pattern  of 
higher  costs  can  also  be  found  for  cost  of  drugs.     In  five  of  the  seven 
sites  —  all  except  Boston  and  Lynn  —  spend-downers  report  significant- 
ly higher  average  expenditures  than  did  the  medically  needy  in  the  year 
prior  to  application. 

"Other"  Health  Services 

Prior  utilization  of  physicians,  inpatient  services  in  hospitals, 
and  drugs  has  already  been  discussed  in  previous  sections.     In  this 
section  attention  is  shifted  to  all  other  health  services  (e.g.,  den- 
tists, physical  restoration  services,  and  so  forth)  .     There  is  no  clear 
relationship  between  the  total  expenditure  of  funds  for  other  health 
services  and  being  a  member  of  the  spend-down  or  medically  needy  group. 
In  four  of  the  sites,  spend-downers  had  higher  average  expenses  for 
other  health  services.     In  two  sites,  the  spend-downers  had  lower  aver- 
age expenses  for  other  health  services  in  the  year  prior  to  Medicaid  ap- 
plication.    In  the  remaining  site  (Guilford  County),  the  average  figure 
for  the  Medically  needy  could  not  be  ascertained  due  to  the  small  sample 
size . 

4.3.9    Medicaid  Health  Care  Utilization 

As  mentioned  earlier r  Medicaid  claims  data  for  1974  were  obtained 
for  the  survey  respondents  in  Massachusetts  and  North  Carolina.  Described 
below  are  the  results  comparing  the  medically  needy  and  spend-down  util- 
ization patterns  of  Medicaid  services, 

Ambulatory  Care 

There  was  little  consistency  in  the  pattern  of  ambulatory  care 
utilization  between  the  two  groups  for  the  five  sites.     Within  Massa- 
chusetts, the  relationship  between  spend-down  and  medically  needy  en- 
counter rates  was  different  for  each  of  the  three  cities.     Only  in 


Lynn  and  the  two  North  Carolina  sites  did  the  expected  pattern  of  higher 
encounter  rates  for  spend -downers  than  for  medically  needy  show  itself. 

TABLE  4.49 
AMBULATORY  CARE  ENCOUNTER  RATE 
PER  PERSON-MONTH  ELIGIBLE  AMONG  MEDICALLY  NEEDY  AND  SPEND-DOWNERS 


MASSACHUSETTS 

NORTH  CAROLINA 

Spring- 
field 

Boston 

Lynn 

For- 
syth 

Guil- 
ford 

Spend- 
downers 

,51 

.68 

1.51 

.52 

.50 

"Medically 
Needy 

1.19 

.86 

1.08 

.38 

.23 

Both  the  medically  needy  and  spend-down  encounter  rates  in  Massa- 
chusetts are  much  higher  than  the  national  average  of  .42  times  per  month. 
However,  the  medically  needy  utilization  rate  of  .23  visits  per  month 
in  Guilford  County  and  .38  visits  per  month  in  Forsyth    County  is  some- 
what lower  than  the  national  average. 

Despite  these  encounter  rates,  there  was  no  consistent  support 
for  the  hypothesis  that  spend-down  expenses  are  concentrated  on 
a  few  family  members,  while  medically  needy  care  is  more  "normal"  and 
spread  out  over  all  family  members.     This  was  determined  by  comparing 
the  percent  served  on  a  per  case  and  per  person  basis.     If  spend-downers 
are  more  likely  to  have  their  services  concentrated  on  a  few  individuals 
in  the  family,  then  the  percent  served  figure  should  increase  more  rapidly 
or  decrease  less  rapidly  than  the  figure  for  medically  needy.     This  was 
not  found  to  happen  consistently  in  either  State.     A  possible  explanation 
for  this  fact  is  that  spend-downers  take  advantage  of  their  Medicaid  card 
to  get  treatment  for  family  members  other  than  the  one  who  was  the  im- 
mediate cause  of  the  spend-down.     This  is  perfectly  sensible  in  light  of 
the  fact  that  the  Medicaid  card  provides  free  service  and  a  chance  to  ob- 
tain any  needed  health  care  which  might  have  been  put  off  previously. 
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Among  the  medically  needy  there  was  great  variation  in  the  encounter 
rates  between  the  States.     At  the  two  North  Carolina  sites,  the  medically 
needy  encounter  rate  was  less  than  the  national  average  while  in  Boston 
it  was  two  times  the  national  figure.     Since  Medicaid  covers  many  aged 
and  disabled,  one  might  expect  to  see  a  high  encounter  rate.  However, 
AFDC  and  MA- 21  medically  needy  cases  also  exhibited  it,  so  that  there  is 
no  obvious  explanation  as  to  the  cause. 

To  a  certain  extent,  this  usage  may  reflect  the  freqent  doctor 
visits  necessary  for  very  young  children  (for  vaccinations,  etc.). 
This  hypothesis  is  supported  somewhat  by  the  fact  that  in  each  city 
the  cost  per  visit  for  AFDC  and  MA- 21  medically  needy  cases   (ranging  from 
$12  to  $17)  is  significantly  lower  than  the  average  cost  per  visit  for 
all  categories  (ranging  from  $14  to  $2  3) .     It  is  also  true  that  the  en- 
counter rate  for  practitioners  included  visits  made  to  patients  in  hos- 
pitals as  well  as  office  visits.     Still  this  cannot  entirely  explain  the 
high  encounter  rates  shown. 

There  was  also  a  tremendous  variation  in  participation  rates 
across  the  two  States  and  five  sites.     Among  the  spend-downers  the 
percent  of  cases  who  had  received  at  least  one  ambulatory  service 
in  Massachusetts  ranged  from  a  low  of  31%  in  Springfield  to  a  high 
of  77%  in  Boston.     In  North  Carolina  it  ranged  from  66%  for  Forsyth 
to  76%  for  Guilford  County,     Among  the  medically  needy,  however,  the 
percentage  receiving  at  least  one  service  was  consistently  higher  at 
all  sites  but  Lynn. 

A  possible  explanation  for  this  is  that  medically  needy  have 
more  experience  with  ambulatory  care  than  spend-downers.    They  have 
had  their  Medicaid  cards  longer  and  have  become  used  to  seeing  a  doctor 
or  clinic  on  a  regular  basis.     Since  they  are  used  to  free  care  and 
have  had  a  chance  to  become  accustomed  to  receiving  it,  they  are  more 
likely  to  take  advantage  of  these  facilities  for  any  health  care  prob- 
lem which  might  develop. 

Thus,  the  only  pattern  that  emerges  is  that  the  medically  needy 
seem  to  be  mere  likely  to  know  about  and  use  ambulatory  service .  The 
intensity  of  usage,  as  measured  by  encounter  rates,  is  subject  to 
variation.     The  spend-downers  are  not  always  the  greatest  users,  though 
they  do  consistently  spend  more  per  visit  than  the  medically  needy. 
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Acute  Hospital  Care 

Medically  needy  and  spend-down  patterns  of  acute  hospital  care 
usage  were  inconsistent  across  the  five  sites  studied.     The  patterns 
of  acute  hospital  care  utilization  are  depicted  in  the  table  below. 

TABLE  4.50 

ACUTE  HOSPITAL  CARE  DAYS  PER  MONTH 
PER  PERSON-MONTH  ELIGIBLE  AMONG  MEDICALLY  NEEDY  AND  SPEND-DOWNERS 


MASSACHUSETTS 

NORTH  CAROLINA 

Spring- 
field 

Boston 

Lynn 

For- 
syth 

Guil- 
ford 

Spend- 
downers 

.02 

.15 

.70 

1.48 

2.04 

Medically 
Needy 

.24 

.24 

.11 

.66 

.66 

In  Lynn,  Guilford,  and  Forsyth  ,  spend-downers  spent  more  days 
in  the  hospital  per  eligible  month  than  the  medically  needy.     In  Boston 
and  Springfield,  however,  medically  needy  spent  more  days  in  the  hos- 
pital per  eligible  month. 

The  high  usage  rate  found  in  North  Carolina  is  almost  certainly 
caused  by  the  combination  of  outpatient  and  inpatient  care.     In  Massa- 
chusetts it  is  possible  to  differentiate  the  two,  and  outpatient  care 
was  classified  under  clinic  usage.     In  North  Carolina  this  was  not  poss- 
ible; hence  the  figures  reflect  hospital,  clinic,  and  emergency  room 
care  for  "normal"  health  problem.     Thus,  the  Massachusetts  and  North  Caro- 
lina figures  are  not  strictly  comparable. 

The  only  clear  pattern  that  emerged  from  the  categorical  breakdown 
was  that  disabled  spent  the  most  time  for  hospital  care  per  eligible 
month.     For  the  aged  no  conclusions  can  really  be  drawn  because  of  the 
effect  of  Medicare.     Bills  paid  by  Medicare  do  not  appear  on  the  Medic- 
aid claims  file.     Therefore,  actual  usage  is  very  difficult  to  determine 
for  aged  cases.     The  apparent  usage,  indicated  by  the  Medicaid  claims 
data,  is  too  easily  altered  by  the  confusing  effects  of  Medicare. 
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Compared  to  the  national  average  of  about  .10  inpatient  days  per 
person  per  month"!1  both  spend-downers  and  medically  needy  are  heavy  users 
of  hospital  care.     (For  North  Carolina  a  more  appropriate  comparison 
figure  is  the  sum  of  inpatient  and  outpatient  "days,"  about  .18  days  per 
person-month.)     Of  course,  one  would  expect  spend-downers  to  be  heavier 
users  of  health  care  facilities  than  the  general  population  since  they 
are  presumably  more  ill  than  most.     The  high  medically  needy  usage  rate 
may  be  a  product  of  the  availability  of  free  care  through  the  Medicaid 
card  or  greater  need. 

As  was  the  case  with  ambulatory  care,  there  was  no  consistent 
support  for  the  hypothesis  that  spend-down  care  is  more  concentrated 
on  a  few  family  members  than  medically  needy  care. 

Drugs 

Since  the  North  Carolina  Medicaid  Program  does  not  pay  for  drugs 
2 

directly    claims  data  was  available  only  for  Massachusetts.     In  Massa- 
chusetts, pharmacy  expenses  did  not  follow  a  consistent  pattern  for  the 
for  the  medically  needy  and  spend-down  breakdown.     In  Lynn  and  Boston 
the  medically  needy  spent  the  most  per  eligible  month,  though  in  Boston 
the  difference  was  sliaht.     In  Springfield  the  spend-downers  spent  the 
most.     Expenditures  per  person-month  eligible  did  not  follow  a  clear 
pattern  across  cities,  going  from  a  high  in  Lynn  of  $11.37  to  a  low 
in  Boston  of  $2.18.     There  was  more  consistent  variation  across  cities 
than  across  medically  needy  spend-down  groups.     The  average  drug  ex- 
penditures by  site  are  shown  below. 

TABLE  4.51 

EXPENDITURES  FOR  DRUGS  PER 
PERSON  PER  MONTH  ELIGIBLE  AMONG  MEDICALLY  NEEDY  AND  SPEND-DOWNERS 


MASSACHUSETTS 

Spring- 
field 

Boston 

Lynn 

Spend- 
downers 

$4.23 

$2.18 

$  5.95 

Medically 
Needy 

$3.07 

$2.45 

$11.37 

Department  of  Public  Health,  Commonwealth  of  Massachusetts,  Health 
Data  Annual:  1974,  Vol.  1,  Number  1. 

The  State  has  a  prepaid  drug  program  for  Medicaid  recipients  with 
Paid  Prescriptions,  Inc.  ,  n. 


As  expected,  the  disabled  and  aged  had  the  highest  expenditures 
per  month .     Generally,  their  expenses  were  considerably  higher  than 
those  for  AFDC  and  MA- 21  persons.     However,  both  MA-21  and  AFDC-medically 
needy  (particularly  the  latter)  had  high  expenditures  and  encounters, 
AFDC-medically  needy  persons  spent  over  $3  per  eligible  month  on  drugs. 
On  a  case  basis  this  represents  $11  per  month,  or  $132  per  year.  MA-21 
medically  needy  also  exhibited  some  high  expenditure  patterns,  though 
these  were  more  varied  than  those  found  among  the  AFDC.    For  Lynn  they 
spent  $8  per  person-month,  but  in  Boston  and  Springfield  the  figure  was 
closer  to  $1. 

High  expenditures  by  AFDC  and  MA-21  medically  needy  for  drugs  is 
consistent  with  the  previous  finding  of  high  ambulatory  care  usage  among 
the  two  groups.     The  data  suggests  a  relatively  consistent  pattern  of 
high  health  care  usage  for  these  two  groups. 


192 


4.4    Relationship  of  Spend-Downers  to  the  Categorically  Needy 

As  discussed  in  the  previous  section,  few  consistent  differences  wer 
found  to  exist  across  sites  between  the  spend-down  and  medically-needy 
populations.     In  the  year  prior  to  applying  for  Medicaid,  spend-downers 
appear  to  have  utilized  health  services  to  a  greater  extent.  Addition- 
ally, their  services  during  that  time  period  appear  to  have  cost  more. 
Spend-downers  are  less  likely  that  the  medically  needy  to  have  been  pre- 
viously eligible  for  Medicaid.     Most  importantly,  no  consistent  differ- 
ences in  Medicaid  utilization  patterns  could  be  discerned. 

Our  next  question,  then,  is  —  are  spend-downers  and  the  other  med- 
ically needy  recipients  significantly  different  from  the  categorically 
needy,  the  major  group  eligible  for  Medicaid?    The  data  used  for  the 
categorically  needy  population  was  obtained  for  only  two  States,  North 
Carolina  and  Massachusetts.     It  was  obtained  from  their  Medicaid  claims 
and  eligibility  files  and  is  limited  in  scope  to  only  a  few  of  the  vari- 
ables included  in  the  survey.    Nevertheless,  the  results  demonstrate  some 
significant  differences  in  the  spend-down,  medically  needy,  and  categor- 
ically needy  Medicaid  populations.     The  findings  of  the  comparative  anal- 
ysis are  summarized  in  Exhibit  4.4    following  this  page. 

Important  conclusions  are  that  spend-downers  are  but  a  small  propor- 
tion of  the  overall  Medicaid  population.     Spend-downers  are  less  likely 
than  either  of  the  other  two  groups  to  have  been  previously  eligible  for 
any  extensive  time.     No  pattern  could  be  found  across  both  States  as  to 
ambulatory  care  utilization  among  the  three  groups.     In  North  Carolina, 
the  categorically  needy  showed  the  lowest  ambulatory  care  encounter 
rate  while  in  Massachusetts  there  was  no  pattern  among  the  sites.  The 
categorically  needy  are  more  likely  to  use  clinics  instead  of  practi- 
tioners for  ambulatory  care.     In  both  States,  the  categorically  needy 
spend  fewer  days  in  the  hospital  than  spend-downers  or  the  medically 
needy.     The  aged  in  all  three  groups  show  the  lowest  encounter  rate 
for  ambulatory  care,  while  the  aged  and  disabled  show  the  greatest 
utilization  of  acute  hosoital  care. 
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EXHIBIT  4.4 


RELATIONSHIP  OF  CATEGORICALLY  NEEDY. 
MEDICALLY  NEEDY.   AND  SPEND- DOWNERS 


Size  of  Population 

Categorically  needy  are  largest 
Medicaid  eligibility  group  in  each 
State,  followed  by  the  medically 
needy,  and  then  spend-downers . 

Spend-downers  are  very  small  part 
of  the  non-institutionalized  Medi- 
caid population. 

Categorical  Relatedness 

No  relationship  across  both  States. 

No  relationship  in  Massachusetts. 

In  North  Carolina,  AFDC  cases 
dominate  categorically  needy;  adult 
cases  dominate  spend-down  group. 

Case  Size,  Age,  and  Sex 
of  Head  of  Household 

No  relationship.     More  likely 
related  to  categorical  composition 
of  each  group. 

Race 

No  relationship  in  Massachusetts. 

In  North  Carolina,  spend-downers  are 
more  likely  to  be  white,  while  cate- 
gorically needy  are  more  likely  to 
be  black,   and  the  mecilcallv  needv 
fall  in  between. 

Insurance  Coverage 

No  relationship  across  both  States. 

In  North  Carolina,  spend-downers  and 
medically  needy  are  much  more  likely 
to  have  insurance  coverage  than 
categorically  needy. 

Previous  Medicaid 
Eligibility 

Spend-downers  less  likely  than  either 
categorically  needy  or  medically 
needy  group  to  have  had  extensive 
previous  Medicaid  coverage. 
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EXHIBIT  4.4      (cont . > 


Ambulatory  Care  Utilization 
under  Medicaid 

North  Carolina's  spend-down  Medicaid 
recipients  show  considerably  greater 
encounter  rates  than  the  medically 
needy  or  the  categorically  needy  for 
ambulatory  care;  no  pattern  is  dis- 
cernible in  Massachusetts. 

Clinics  make  up  a  greater  part  of 
ambulatory  care  received  by  cash 
recipients  than  by  spend-downers 
or  the  medically  needy. 

Acute  Hospital  Utilization 
under  Medicaid 

In  both  States,  categorically  needy 
recipients  spend  fewer  days  per 
eligible  month  in  the  hospital  when 
compared  to  the  medically  needy  and 
spend-down  groups. 

AFDC  persons  less  often  spend  time 
in  hospitals  than  the  aged  and  dis- 
abled among  all  three  eligibility 
groups . 

There  is  no  pattern  as  to  the  average 
length  of  hospital  stay  for  the  cate- 
gorically needy,  medically  needy  and 
spend -down  groups . 

Pharmacy  (Massachusetts  only) 

- 

Categorically    needy  are  more  likely 
to  have  drug  bills  than  medically 
needy  or  spend-downers. 

For  persons  receiving  drugs  at  least 
once  in  1974,  cash  recipients  spend 
less  per  month  than  the  medically 
needy  and  spend-downers. 

Across  all  three  groups  of  recipients 
(cash,  medically  needy  and  spend- 
downers)  the  disabled  spend  the  most 
on  drugs,  followed  by  the  aged  and 
then  AFDC's. 
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4.4.1    Relative  Size  of  the  Three  Populations 


As  indicated  in    the  table      below,  across  all  sites  the  categorical- 
ly needy  make  up  the  majority  of  the  non-institutionalized  Medicaid  popu- 
lation.   At  no  site  do  spend-downers  compose  more  than  6%  of  the  Medicaid 
population,  and  at  one  site  they  are  only  0.5  of  the  total  Medicaid . popu- 
lation.   As  mentioned  in  the  previous  section,  spend-downers  are  a  more 
significant  part  of  the  overall  medically  needy  group  in  North  Carolina 
than  they  are  in  Massachusetts;  however,  the  figures  indicate  that  spend- 
downers  are  not  a  significant  part  of  the  overall  non-institutionalized 
Medicaid  population  at  any  of  the  sites. 


TABLE  4.52 

ESTIMATED  NON- INSTITUTIONALIZED 
MEDICAID  CASELOAD- 19 74 


MASSACHUSETTS 

NORTH  CAROLINA 

Spring- 
field 

Boston 

Lynn 

For- 
syth 

Guil- 
ford 

Spend- 
downers 

575 
(4.6%) 

863 
(1.3%) 

74 

(.5%) 

539 
(6.0%) 

470 
(5.5%) 

Medically 

Needy 

3654 
(32.8%) 

14194 
(22.0%) 

1724 
(12.6%) 

1711 
(19.0%) 

1498 
(18.5%) 

Categoric- 
ally Needy 

6960 
(62.5%) 

49411 
(76.6%) 

11918 
(86.9%) 

6740 
(75.0%) 

6132 
(75.7%) 

TOTAL 

11129         |  64468 
(100.0%)  (100.0%) 

13716 
(100.0%) 

8990 
(100.0%) 

8100 
(100.0%) 

4.4.2    Categorical  Composition  and  Related  Sociodemographic  Character- 
istics 

Across  all  five  sites  in  North  Carolina    and  Massachusetts,  AFDC 
cases  were  the  largest  group  of  categorically  needy  Medicaid  recipients. 
There  was  no  evident  pattern  in  Massachusetts  as  to  the  categorical  com- 
position across  all  three  Medicaid  groups.     In  North  Carolina,  though,  the 
proportion  of  AFDC-related  cases  is  greatest  in  the  categorically  needy 
group  and  smallest  in  the  spend-down  group.     However ,  no  consistent  pattern 
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between  the  categorical  composition  of  the  three  groups  could  be  found 
across  all  sites. 

Case  Size,  Age  and  Sex  of  Household  Head 

The  range  in  categorical  composition  of  the  three  groups  across 
survey  sites  makes  it  futile  to  discern  any  overall  patterns  in  case 
size,  age  or  sex  of  the  household  head.     In  North  Carolina  the  categor- 
ically needy  cases  are  the  largest  while  the  spend-down  cases  have  the 
fewest  number  of  person  per  case.     No  doubt  this  relates  to  the  domi- 
nance of  adult  cases  in  the  spend-down  group.     In  Massachusetts  there 
was  no  pattern. 

Because  of  the  large  number  of  AFDC  cases  in  the  categorically 
needy  group  in  North  Carolina,  it  is  not  surprising  that  the  head  of 
household  is  more  likely  to  be  female  and  younger  among  cases  in  this 
group  than  for  the  other  two  groups.     No  pattern  regarding  the  age  or 
sex  of  the  household  head  could  be  discerned  in  Massachusetts. 

Race 

The  racial  composition  of  the  categorically  needy  could  only  be 
obtained  for  North  Carolina.     However,  because  of  the  racial  distribution 
seen  there  between  the  medically  needy  and  spend-down  groups  ,^  it  is 
interesting  to  explore  this  variable  further  with  the  categorically 
needy  population.  The  table  below  shows  the  racial  composition  of 

the  three  Medicaid  groups  by  site  in  North  Carolina. 

TABLE  4.53 

RACIAL  COMPOSITION  OF 
CASELOAD  IN  NORTH  CAROLINA 

(percent  white  in  each  group) 


■■" — ■   1 

NORTH  CAROLINA 

Forsyth 

Guilford 

Categorically  Needy 

22.8% 

27.4% 

Medically  Needy 

36.0% 

51.0% 

Spend-downe  rs 

59.1% 

74.8% 

See  Section  4.3.3* 
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At  both  sites  in  North  Carolina,  spend-downers  are  likely  to  be  white 
while  the  categorically  needy  are  likely  to  be  black,  with  the  medically 
needy  falling  in  between.     However,  the  racial  composition  of  the  spend- 
down  population  comes  closest  to  reflecting  that  of  the  general  popula- 
tions at  the  survey  sites  which  were  75%  white. 

4.4.3    Health  Insurance  Coverage 

In  an  earlier  section,  study  findings  showed  no  consistent  dif- 
ferences between  the  medically  needy  and  spend-downers  with  respect 
to  health  insurance  coverage.     At  all  of  the  sites  but  one  the  major- 
ity of  spend-downers  had  some  type  of  insurance  coverage  during  the 
year  before  they  applied  for  Medicaid,  with  the  adult  category  cases 
being  most  likely  to  have  coverage.     However,  at  some  sites  the  other 
medically  needy  recipients  showed  greater  coverage  than  spend-downers, 
while  the  pattern  was  reversed  for  other  sites . 

Indicated  in     the  table     below  is  the  insurance  coverage  by 
site  for  the  categorically  needy.     As  the  numbers  indicate,  insurance 
coverage  data  is  not  being  collected  very  thoroughly.     For  example, 
over  half  the  cases  in  Boston  had  no  data  entry  regarding  insurance. 
This  makes  it  impossible  to  compare  the  results  between  the  three 
population  groups  in  Massachusetts.     It  does  appear  that  in  North 
Carolina  the  categorically  needy  are  much  less  likely  than  spend-downers 
or  the  other  medically  needy  to  have  insurance  coverage. 

TABLE  4.54 

HEALTH  INSURANCE  COVERAGE  BY  SITE 
FOR  CATEGORICALLY  NEEDY  CASELOAD 


MASSACHUSETTS 

NORTH  CAROLINA 

Springfield 

Boston 

Lynn 

Forsyth    J  Guilford 

No  Insurance 
Coverage 

51.0% 

21.9% 

35.5% 

82.2% 

73.6% 

Insurance 

Coverage 

21.2% 

21.6% 

30.4% 

4.1% 

8.9% 

Unknown 

26.8% 

56.5% 

34.1% 

13.7% 

17.5% 
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4.4.4    Experience  with  Medicaid 

Comparisons  were  made  between  groups  as  to  the  length  of  Medicaid 
eligibility.     In  an  earlier  section  it  was  pointed  out  that  spend- 
downers  were  less  likely  than  the  other  medically  needy  to  have  had 
extensive,  i.e.,  greater  than  two  years,  Medicaid  coverage.   As  in- 
dicated in  the  table  below,  spend-downers  are  less  likely  than  both  the 
categorically  needy  and  the  medically  needy  to  have  had  a  history  of 
extensive  Medicaid  coverage.     No  pattern  emerges  if  the  comparison  is 
limited  to  the  categorically  needy  and  medically  needy,  i.e.,  at  some 
sites  the  medically  needy  have  the  most  prior  coverage  while  at  other 
sites  the  reverse  is  true.     However,  at  all  but  one  site  the  categor- 
ically needy  have  more  previous  eligibility  than  spend-downers  and 
at  all  but  one  site  the  medically  needy  do  also. 

TABLE  4 . 55 

PERCENTAGE  OF  CASELOAD  BY  GROUP  WITH  MORE  THAN 
TWO  YEARS  MEDICAID  ELIGIBILITY' 


MASSACHUSETTS 

NORTH  CAROLINA 

Springfield 

Boston 

Lynn 

Forsyth 

Guilford 

Categorically 
Needy 

51.1% 

65.6% 

0.9%1 

67.6% 

62.0% 

Medically 
Needv 

45.0% 

8.1% 

48.6% 

69.1% 

75.4% 

Spend- 
downers 

23.4% 

12.7% 

7.1% 

42.8% 

36.1% 

The  table  below  shows  that  among  the  categorically  needy,  the 
adult  cases  had  much  longer  periods  of  previous  Medicaid  eligibility 
as  an  average.     This  particular  data  tabulation  was  not  performed  for 
the  spend-down  and  medically  needy  groups  so  it  is  not  possible  to 
determine  if  differences  exist  among  the  groups  with  regard  to  this 
variable. 


Although  this  percentage  seems,  unusually  low,  no  sampling  error  is 
possible  since  this  is  based  on  the  universe.     74%  of  the  categorically 

needy  in  Lynn  have  been  eligible  for  Medicaid  1-2  years,  but  very  few 
for  any  longer. 
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TABLE  4.56 


AVERAGE  LENGTH  OF  MEDICAID  ELIGIBILITY 
(YEARS)   BY  CATEGORY  BY  SITE  FOR  THE  CATEGORICALLY  NEEDY 


MASSACHUSETTS 

NORTH  CAROLINA 

Spring- 
field 

Boston 

Lynn 

Forsyth 

Guilford 

AFDC 

2.54 

2.54 

1.2 

2.62 

2.16 

SSI  Aged 

3.61 

3.15 

1.65 

4.29 

3.59 

SSI  Blind 

2.92 

3.01 

SSI  Disabled 

2.49 

2.58 

1.51 

3.48 

3.10 

4.4.5    Medicaid  Health  Care  Utilization 

Perhaps  the  most  significant  comparisons  of  the  three  Medicaid  popu- 
lation groups  are  seen  in  looking  at  the  patterns  of  Medicaid  utilization. 
Medicaid  claims  data  for  1974  were  obtained  for  all  three  groups;  the  re- 
sults are  described  below  according  to  three  major  classifications  of  health 
care  services        ambulatory  care,  acute  hospital  care,  and  pharmacies. 

Ambulatory  Care 

Two  measures  of  ambulatory  care  utilization  were  developed  -- 
the  number  of  cases  in  each  eligibility  group  seeing  a  doctor  at 
least  once  during  the  year  (the  participation  rate)  as  well  as  the 
ambulatory  care  encounter  rate  for  each  group,     North  Carolina  and 
Ma s s ach  use  1 1  s  differ  substantially  in  the  patterns  of  ambulatory  care 
utilization  shown. 

The  percentage  of  cases  which  received  at  least  one  ambulatory 
service  in  1974  are  shown  in  the  table  below.     In  Massachusetts  the 
categorically  needy  cases  were  just  as  likely  or  more  likely  to  have 
received  ambulatory  care  as  the  medically  needy  and  spend-down  cases. 
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The  data  is  not  complete  for  North  Carolina  since  this  figure  could  not 
be  calculated  for  the  categorically  needy.     However,  it  should  be  noted 
again  that  the  ambulatory  care  participation  rate  for  medically  needy 
cases  in  North  Carolina  is  a  little  higher  than  it  is  for  spend-downers . 

TABLE  4.57 

PERCENT  OF  CASES  RECEIVING  AT  LEAST  ONE 
AMBULATORY  SERVICE  IN  1974 
BY  ELIGIBILITY  GROUP 


MASSACHUSETTS 

NORTH  CAROLINA 

Spring- 
field 

Boston 

Lynn 

Forsyth 

Guilford 

Categorically 
Needy 

80.6% 

77.9% 

76.0% 

NA 

NA 

Medically 
Needy 

81.6% 

73.1% 

57.5% 

72.4% 

88.2% 

Spend- 
Downers 

30.5% 

76.5% 

63.8% 

65.3% 

75.9% 

NA  =  Not  Available 


However ,  in  North  Carolina  spend-down  cases  show  a  much  higher  am- 
bulatory care  encounter  rate  than  either  the  medically  needy  or  cate- 
gorically needy  cases.     There  is  no  consistent  pattern  in  Massachusetts 
between  the  groups  with  regard  to  ambulatory  care  encounter  rates.  At 
two  sites  (Boston  and  Springfield)  the  medically  needy  showed  the  high- 
est rates,  while  at  the  third  site  (Lynn),  spend-downers  showed  the 
greatest  utilization  according  to  this  measure.     The  encounter  rate  per 
person-month  eligible  for  each  site  is  shown  in  the  table  below. 

TABLE  4.58 

AMBULATORY  CARE  ENCOUNTER  RATE 
PER  PERSON -MONTH  ELIGIBLE 
BY  ELIGIBILITY  GROUP 


MASSACHUSETTS 

NORTH  CAROLINA 

Spring- 
field 

Boston 

Lynn 

Forsyth 

Guilford 

Categorically 
Needy 

.71 

.  65 

.76 

1  

.28 

.23 

Medically 
Needy 

1.19 



.86 

1.08 

.38 

.23 

Spend-downers 

.51 

.68 

1.51 

.52 

.  50 
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In  interpreting  both  of  these  measures  of  ambulatory  care  utiliza- 
tion, it  should  be  noted  that  North  Carolina's  Medicaid  program  only  re- 
imburses physicians  at  90%  of  their  usual  and  customary  charge;  further- 
more, a  co-payment  of  $1.00  per  visit  is  supposedly  charged  to  all  med- 
ically needy  recipients,  including  spend-downers .  No  co-payment  is  im- 
posed for  the  categorically  needy.  The  co-payment  is  deducted  from  the 
90%  allowable  charge. 

This  makes  it  even  more  interesting  to  analyze  the  difference  in 
the  encounter . rates  between  the  three  groups  in  North  Carolina.     A  sig- 
nificantly higher  ambulatory  care  encounter  rate  is  seen  for  spend-downers 
even  though  they  must  share  in  the  cost  of  the  service.     This  implies 
their  health  needs  are  even  more  pressing  than  those  of  the  categorical- 
ly needy  since  they  are  willing  to  share  in  the  expense.     This  seems  es- 
pecially true  for  the  spend-downers,  since  the  co-payment  is  another 
out-of-pocket  expense  in  addition  to  the  spend-down  liability. 

Looking  just  at  practitioner  care  one  finds  the  same  pattern  of 
usage  shown  for  all  ambulatory  care.     In  both  North  Carolina  counties 
the  average  cash  recipient  visited  a  doctor  about  once  every  4  months. 
For  those  receiving  Medicaid-only,  the  corresponding  figure  ranged  from 
once  every  2  months  to  once  every  4  months.     In  Massachusetts  the  aver- 
age cash  recipient  visited  a  doctor  once  every  1.5  months.     The  Medic- 
aid assistance  only  recipients  in  Massachusetts  went  about  once  every 
month.    Considering  the  fact  that  the  average  person  in  the  United  States 
visits  a  doctor  a  little  less  often  than  once  every  two  months,  these 
figures  are  confusing.     North  Carolina  cases  are  seeing  a  doctor  less 
often  while  Massachusetts  cases  are  going  a  little  more  than  the  general 
population. 

Clinic  care  showed  the  same  pattern  of  exposure  as  that  found  among 
practitioners.    Cash" recipients  in  North  Carolina  were  less  likely  to 
have  visited  a  clinic  in  1974  than  were  the  medically  needy  or  spend- 
downers.    However,  in  Massachusetts  the  cash  recipients  were  much  more 
likely  to  have  visited  a  clinic  than  were  the  other  two  groups. 

One  consistent  characteristic  of  cash  recipients  did  appear  in  both 
States  and  all  five  sites.    Clinic  care  made  up  a  greater  portion  of 
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total  ambulatory  care  received  for  cash  recipients  than  for  the  medically 
needy  or  spend-downers .     This  was  determined  by  computing  the  proportion 
of  the  total  ambulatory  encounter  rate  (i.e.,  visits  per  month)  which 
was  made  up  of  clinic  encounters.     The  table  below  shows  the  results. 

TABLE  4.59 

PERCENT  OF  TOTAL  AMBULATORY  ENCOUNTER  RATE 
ATTRIBUTABLE  TO  CLINICS 

BY  ELIGIBILITY  GROUP 


MASSACHUSETTS 

NORTH  CAROLINA 

Spring- 
field 

Boston 

Lynn 

Forsyth 

Guilford 

Categorical- 
ly Needy 

21.1% 

43.1% 

18.4% 

89.3% 

73.9% 

Medically 
Needy 

3.4% 

25.6% 

8.3% 

42.1% 

26.1% 

Spend- 
downers 

15.7% 

22.1% 

11.3% 

52.9% 

24.0% 

Several  interesting  points  emerge  from  the  table.     First,  in  every 
city  the  cash  recipients  have  a  higher  percentage  of  their  ambulatory 
care  encounters  with  clinics  than  do  the  medically  needy.  Second, 
the  five  sites  divide  themselves  into  two  groups.     Lynn  and  Spring- 
field compose  one  group.     This  group  shows  low  usage  of  clinics  for 
ambulatory  care.     Practitioners  provide  most  of  their  care.     The  other 
group  is  composed  of  the  remaining  sites,  Boston,  Forsyth    County,  and 
Guilford  County.     Clinics  make  up  a  large  portion  of  the  ambulatory  care 
received  by  the  persons  at  these  sites. 

What  accounts  for  these  facts?    The  best  guess  as  to  why  cash 
recipients  use  clinics  so  much  more  than  the  medical  assistance  only 
recipients  is  that  the  cash  recipients  are  much  poorer  than  the  others. 
Consequently  they  are  less  familiar  with  practitioners  and  depend  on 
the  clinics  set  up  by  public  and  non-profit  agencies.     This  is  the 
only  source  of  health  care  With  which  they  are  familiar.     In  North 
Carolina  this  effect  is  more  noticeable  because  the  State  has  less 
liberal  standards  for  welfare  than  Massachusetts.     Consequently  all 
Medicaid  recipients  in  North  Carolina  tend  to  be  very  poor  and  hence 
are  likely  to  depend  on  clinics. 


In  Massachusetts,  Medicaid  recipients  are  less  poor  than  in  North 
Carolina.    Furthermore,  areas  such  as  Lynn  and  Springfield  have  a  good 
supply  of  doctors  (which  is  not  the  case  in  rural  North  Carolina) . 
Thus  only  in  Boston,  with  its  many  hospitals  and  clinics,  do  all  three 
groups  (cash  recipients,  medically  needy,  and  spend -downers)  show  a 
great  tendency  to  use  clinics. 

Massachusetts  and  North  Carolina  also  differed  on  the  cost  of 
clinic  visits  relative  to  the  cost  of  practitioner  visits  for  cash  re- 
cipients.    A  clinic  visit  in  Massachusetts  tended  to  cost  significantly 
more  than  a  visit  to  a  doctor.     The  cost  of  a  practitioner  visit  ranged 
from  $17  to  $21,  while  the  cost  of  a  clinic  visit  ranged  from  $28  to 
$53.     In  North  Carolina  the  reverse  was  true.     Clinic  visits  cost  less 
than  practitioner  visits.     A  practitioner  visit  cost  between  $26  and 
$30,  while  a  clinic  visit  cost  only  $17  to  $19  for  a  cash  recipient. 
It  is  difficult  to  explain  why  spend-downers  and  the  medically  needy 
in  North  Carolina  spent  as  much  or  more  on  clinic  visits  than  on  prac- 
titioner visits. 

As     the  table     below  indicates,  the  average  cost  per  ambulatory 
care  encounter  did  not  show  any  particular  pattern  among  the  groups 
across  sites.     In  North  Carolina,  the  cost  of  ambulatory  care  per 
visit  is  significantly  higher  for  spend-downers  than  for  the  categor- 
ically needy;  however,  this  pattern  is  not  evident  in  Massachusetts. 


TABLE    4 . 60 

AVERAGE  COST  PER  AMBULATORY  CARE  VISIT 
BY  ELIGIBILITY  GROUP 


MASSACHUSETTS 

NORTH  CAROLINA 

Spring- 
field 

Boston 

Lynn 

Forsyth 

Guilford 

Categorically 
Needy 

$19 

$26 

$23 

$20 

$20 

Medically 
Needy 

$15 

$21 

$18 

$29 

$34 

Spend- 
Downers 

$18 

$25 

$26 

$31 

$38 
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Acute  Care  Hospitals 

In  both  States  cash  recipients  make  less  use  of  hospital  care  than 
the  Medicaid-only  and  spend-down  recipients.     However,  the  effect  is 
much  more  pronounced  in  North  Carolina  than  in  Massachusetts. 

With  the  exception  of  Springfield,  Massachusetts,  the  cash  recipi<- 
ents  at  every  site  spent  fewer  days  hospitalized  per  month  eligible 
than  did  either  the  medically  needy  or  the  spend-downers .     This  was 
most  pronounced  in  North  Carolina  where  Medicaid-only  recipients  spent 
over  twice  as  many  days  per  month  in  the  hospital  as  the  cash  recipients 
Compared  to  cash  recipients,  spend-down  recipients  spent  from  6  to  8 
times  as  many  days  per  month  in  the  hospital  in  North  Carolina.  In 
Massachusetts  the  difference  was  much  smaller  and  more  erratic.  The 
average  number  of  days  hospitalized  per  month  eligible  is  shown  in  the 
table  below. 

.  TABLE  4.61 

AVERAGE  DAYS  OF  HOSPITAL  CARE  PER  PERSON 
PER  MONTH  ELIGIBLE1  BY  ELIGIBILITY  GROUP 


MASSACHUSETTS. 

NORTH  CAROLINA 

Spring- 
field 

Boston 

Lynn 

Forsyth 

Guilford 

Categor- 
ically Needy 

.08 

.13 

.11 

.26 

.27 

Medically 
Needy 

.24 

.24 

.11 

.66 

.53 

Spend- 
downers 

.02 

.15 

.70 

1.48 

2.04 

There  was  no  discernable  pattern  in  the  comparison  of  the  cash 
recipients,  medically  needy  and  spend-downers  on  the  average  length  of 
a  hospital  stay.     Cash  recipients  at  all  five  sites  tended  to  stay  in 


To  facilitate  comparison  of  North  Carolina  recipients  the  figures  for 
Forsyth    and  Guilford  counties  include  both  outpatient  and  inpatient 
care.     In  Massachusetts  the  figures  include  only  inpatient  care.  Thus, 
the  North  Carolina  figures  are  not      fully      comparable  to  those  for 
Massachusetts. 
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the  hospital  slightly  less  than  the  national  average  of  9.0  days  per 
visit.     However,  this  was  also  true  of  several  of  the  Medicaid  only 
groups. 

As  was  the  case  with  the  Medicaid-only  recipients,  categorically 
needy  blind,  disabled,  and  aged  recipients  far  surpassed  AFDC  persons 
in  hospital  usage  at  every  site.     Not  only  were  they  twice  as  likely 
to  have  been  hospitalized  in  1974,  but  they  also  tended  to  stay  much 
longer  on  each  visit.     The  average  length  of  stay  for  an  AFDC  case  was 
about  six  days  in  all  five  sites.     Among  the  other  categories,  the 
length  of  stay  was  at  least  eight  days. 

Pharmacy  (Massachusetts  only) 

Pharmacy  costs  make  up  a  large  portion  of  the  costs  incurred  for 
services  other  than  ambulatory  and  hospital  care.    A  majority  of  the 
cash  recipients  in  Massachusetts  had  incurred  some  drug  expenses  in 
1974 .     In  fact,  the  cash  recipients  were  more  likely  to  have  drug  ex- 
penses than  were  the  medically  needy  or  the  spend -downers  in  each  city. 
The  average  cost  per  year  for  cash  recipients  for  drugs  was  $27  in 
Boston,  $42  in  Springfield,  and  $46  in  Lynn.     As     the  table  below 
shows,  the  expenditures  of  cash  recipients  showed  no  consistent  pat- 
tern relative  to  the  medically  needy  and  spend-down  groups.     In  Lynn 
the  cash  cases  spent  less  per  month  than  those  receiving  Medicaid  only ? 
but  in  Boston  and  Springfield  the  cash  recipients  fell  between  the  two 
other  groups. 


TABLE  4.62 

EXPENDITURES  ON  DRUGS  PER  MONTH  ELIGIBLE 
BY  ELIGIBILITY  GROUP 


MASSACHUSETTS 

Spring- 
field 

Boston 

Lynn 

Categorically 
Needy 

$3.49 

$2.29 

$3.80 

Medically  Needy 

$3.07 

$2.45 

$11.37 

Spend-downers 

$4.23 
... 

$2.18 

$  5.95 
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If,  instead  of  looking  at  all  persons,  one  looks  only  at  those 
receiving  at  least  one  service  in  1974,  a  pattern  does  develop.  The 
cash  recipients  spend  less  per  month  than  the  medically  needy  and 
spend-down  groups  in  every  city.     In  1974  the  cash  cases  spent  between 
$4  and  $6  per  month  while  the  Medicaid-only  group  ranged,  from  $6  to 
$19  per  month. 

This  indicates  that  much  of  the  variation  found  when  comparing 
the  expenditures  of  cash  recipients  to  those  of  the  medically  needy 
and  spend-downers  is  due  to  the  difference  in  the  percentage  of 
persons  who  had  at  least  one  drug  bill  in  1974.     The  fact  that  cash 
recipients  tend  to  spend  less  per  month  on  drugs  when  they  do  get 
them  is  made  up  for  by  the  fact  that  they  are  more  likely  to  receive 
drugs  than  the  medically  needy  or  spend-down  groups. 

As  was  the  case  with  the  medically  needy  and  spend-downers  the 
disabled  and  aged  cash  recipients  had  far  larger  pharmacy  bills  per 
month  than  did  the  AFDC  cases.     The  disabled  ranged  from  $7  to  $11 
per  month  while  the  aged  ranged  from  $6  to  $7  and  the  AFDC' s  from 
$1  to  $2.     Once  again  there  was  no  pattern  visible  relating  the  cash 
recipients  in  each  category  of  eligibility  (i.e.  AFDC,  aged,  etc.) 
to  the  medical  assistance  only  recipients.     Sometimes  the  cash  re- 
cipients had  the  highest  expenses,  at  other  times  the  lowest,  and 
at  still  other  times  they  fell  between  the  medically  needy  and  spend- 
downers. 

Total  Annual  Medicaid  Expenditures 

Perhaps  the  most  interesting  comparison  of  the  three  eligibility 
groups  is  seen  in  the  average  annual  Medicaid  expenditure  by  case  as 
shown  in  the  table  below. 


TABLE  4.63 

AVERAGE  ANNUAL  MEDICAID  EXPENDITURE  PER  CASE 
BY  ELIGIBILITY  AND  BY  SITE 


MASSACHUSETTS 

Worth  Carolina* 

Spring- 
field 

Boston 

Lynn 

For- 

sythe 

Guil- 
ford 

Categorical- 
ly Needy 

$1460 

$1140 

$  637 

$  599 

$375 

Medically 
Needy 

$1749 

$  929 

$  829 

$  485 

$547 

Spend- 
Downers 

$  261 

$  834 

$4324 

$2356 

$809 
,  .  .  

*North  Carolina  estimates  do  not  include  costs  for 


prescription  drugs. 


No  definite  relationship  exists  by  Medicaid  cost  per  case  between 
the  three  eligibility  groups  which  holds  true  across  both  States.  How- 
ever, in  North  Carolina  the  average  annual  expenditure  per  case  for 
spend-downers  is  considerably  higher  than  for  the  medically  needy  or 
the  categorically  needy.     No  expenditure  pattern  by  elig-i \ < ility  group 
was  evident  in  Massachusetts.     In  Boston,  the  average  co:. i  per  case 
was  highest  for  the  categorically  needy,  in  Lynn  for  spend-downers, 
and  in  Springfield  for  the  medically  needy. 

One  of  the  more  interesting  revelations  of  the  data  is  the  tre- 
mendous variation  in  the  cost  per  year  per  case  shown  for  the  various 
groups  and  sites.     In  1970  the  average  cost  per  family  for  health  care 
(including  free  care)  was  $744."''    Adding  an  inflation  factor  of  25% 
to  account  for  price  changes  from  1970  to  1974  causes  this  figure  to 
rise  to  $930.    The  cost  per  year  for  Medicaid  cases  varied  tremendous- 
ly about  this.     One  can  see  that  ten  of  the  groups  had  a  lower  cost 
per  year  than  the  national  average,  while  five  of  the  groups  had  a 
higher  cost  per  year. 

As  the  table  below  shows,  even  though  spend-downers  are  not  a  sub- 
stantial part  of  the  Medicaid  caseload  in  North  Carolina  (approximately 
6%  at  each  site) ,  they  account  for  11%  to  21%  of  the  Medicaid  expenditures. 
In  Massachusetts  the  expenditures  for  spend-downers  are  not  that  dispro- 
portionate relative  to  their  size  in  the  Medicaid  population.  Obviously, 
the  patterns  between  the  two  States  are  quite  different. 


TABLE  4.64 

SPEND-DOWN  AS  A  PERCENTAGE  OF  TOTAL  MEDICAID 
CASELOAD  AND  TOTAL  MEDICAID  EXPENDITURES  BY  SITE 


MASSACHUSETTS 

NORTH  CAROLINA 

Spring- 
field 

Boston 

Lynn 

For- 
syth 

Guil- 
ford 

%  of  Medic- 
aid Caseload 

4.6% 

1.3% 

0.5% 

6.0% 

5.8% 

%  of  Medic- 
aid Expen- 
ditures 

0.9% 

1.0% 

3.4% 

20.8% 

10.9% 

Expenditures  for  Personal  Health  Services,  National  Trends  and 


Variations  1953-1970,  Department  of  Health,  Education,  and  Welfare. 


The  pattern  in  North  Carolina  is  caused  by  the  unusually  low  ex- 
penditure per  case  for  the  categorically  needy  population.     In  fact, 
the  average  annual  Medicaid  expenditure  for  North  Carolina  spend-downers 
is  not  that  different  from  the  expenditures  seen  for  the  groups  at  each 
site  in  Massachusetts. 
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5. 0    Conclusions  and  Recommendations 

This  last  chapter  of  the  Final  Report  brings  together  the  major 
findings  of  the  Administrative  Analysis  and  the  Recipient  Survey  to 
discuss  the  large  issues  fundamental  to  spend-down.     These  issues 
can  be  best  stated  by  the  following  three  questions: 

•  Whom  is  spend-down  helping? 

•  How  efficiently  is  spend-down  being  implemented? 

•  What  objectives  does  spend-down  fulfill? 

The  first  question  asks  for  a  description  of  the  spend-down 
population  today.     Drawing  on  the  results  of  the  Recipient  Survey, 
a  profile  of  the  spend-down  population  has  been  developed.     Given  that 
population,  an  assessment  has  been  made  as  to  the  extent  spend-down 
actually  reaches  a  needy  population,  how  this  population  compares 
with  other  Medicaid  recipients,  and  what  factors  seem  to  be  significant 
to  successfully  spending-down .     Conclusions  regarding  these  issues  are 
covered  in  Section  5.1. 

The  second  question  asks  for  an  evaluation  of  the  administration 
of  the  spend-down  policy  and  the  efficiency  of  its  implementation  in 
the  context  of  the  Medicaid  programs  in  the  five  study  States.  The 
response  to  this  question  is  based  primarily  on  the  Administrative 
Analysis  findings.    Conclusions  are  made  regarding  the  expediency  of 
the  mechanisms  currently  used  to  administer  the  spend-down  provision. 
This  discussion  constitutes  Section  5.2. 

Section  5.3  takes  up  the  third  question,  that  of  the  apparent 
objectives  that  spend-down  fulfills.     This  discussion  centers  around 
some  hypothetical  objectives  which  seem  reasonable  for  the  spend-down 
program.    The  extent  to  which  spend-down  fulfills  these  objectives 
is  analyzed  in  the  light  of  Survey  and  Administrative  Analysis  find- 
ings, enabling  some  "overview"  conclusions  about  spend-down  as  a  whole. 

The  la,st  part  of  this,  chapter,.  Section  5,4,  presents  USRSE's 
recommendations,  based  upon  the  findings  and  conclusions  of  this  study. 
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5.1    Whom  Does  Spend-down  Help? 

To  answer  this  question,  the  spend-down  population  has  been 
analyzed  in  several  different  ways.    A  basic  description  of  the 
spend -down  population  has  been  developed.     Spend-downers  have  been 
compared  to  other  medically  needy  recipients,  as  well  as  the  cate- 
gorically needy  Medicaid  group.     Finally,  spend-downers  have  been 
compared  to  unsuccessful  spend-down  applicants  to  see  if  factors 
predictive  of  spend-down  success  can  be  isolated.      The  two  sec- 
tions which  follow  (Sections  5.1.1  and  5.1.2)  present  our  major 

conclusions  for  each  of  these  analyses. 

5.1.1    A  Profile  of  the  Spend-down  Population  Within  Medicaid 

As  detailed  at  length  in  Section  4.1,  there  are  many  significant 
generalizations  which  can  be  reached  about  the  spend-down  population. 
Although  the  characteristics  of  spend-downers  at  times  varied  among 
the  sites,  among  the  States  and  among  the  categories,  a  profile  does 
emerge  along  several  important  dimensions.     Similarly,  as  presented 
in  Sections  4.3  and  4.4,  comparing  the  spend-down  population  to 
other  Medicaid  recipient  groups  provides  insight  as  to  what  charac- 
teristics distinguish  the  spend-down  recipient  relative  to  the  over- 
all Medicaid  program. ^ 

From  these  findings,  five  major  areas  of  conclusions  regarding 
the  spend-down  group  have  been  developed  —  the  proportion  of 
spend-downers  in  the  Medicaid  population,  the  sociodemographic 
characteristics  of  spend-downers,  their  economic  characteristics, 
their  previous  experience  with  Medicaid,  their  spend-down  experi- 
ence, and  their  previous  and  current  health  care  utilization  patterns. 
Each  of  these  areas  is  addressed  below.    For  each  area  first  the 
spend-down  population  is  described  in  terms  of  the  variables  of  in- 
terest.   Then  when  possible  spend-downers  are  contrasted  to  the 

1A  chart  which  highlights  the  spend-down  population  characteristics 
can  be  found  on  pages  110-112.;  charts  summarizing  the  comparison  of 
spend-downers  with  the  medically  needy  and  the  categorically  needy 
are  presented  on  pages  165-168  and  194-195. 
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medically  needy  and  categorically  needy    Medicaid  populations. 

Spend-downers  Relative  to  the  Overall  Medicaid  Population 

Before  moving  to  descriptive  information  on  spend-downers, 
it  seems  prudent  to  place  spend-down  in  some  perspective  with  re- 
gard to  the  overall  Medicaid  program.    Across  the  survey  sites, 
spend-downers  were  not  found  to  be  a  significant  part  of  the  non- 
institutionalized  Medicaid  population.     In  Massachusetts  they  con- 
stituted from  0.5%  to  4.6%  of  those  eligible  for  medical  assistance, 
and  in  North  Carolina  they  were  approximately  6%  of  the  Medicaid 
population  not  living  in  long-term  care.    The  categorically  needy 
by  far  (63%  to  87%)  make  up  the  majority  of  those  eliqible  in  both 
of  the  States,  with  the  balance  beinq  medically  needy  recipients. 

Looking  just  at  the  medically  needy  populations,  spend-downers 
are  also  relatively  insignificant  in  two  of  the  study  States.  By 
site,  they  represent  0.6%  and  4%  of  the  medically  needy  caseload 
in  Maryland,  and  4%,  6%,  and  12%  in  Massachusetts.     These  figures 
contrast  sharply  with  each  of  the  two  North  Carolina  sites  in  which 
spend-downers  represent  close  to  one-quarter  of  the  medically  needy 
caseload. 

At  first  glance,  a  logical  explanation  for  the  differences  in 
the  medically  needy  caseload  composition  would  seem  to  be  the  width 
of  the  medically  needy  band  in  each  State  (see  Section  3.2).  Since 
Massachusetts  has  such  a  large  band,  it  is  not  inconsistent  that 
many  cases  would  be  eligible  without  spending  down.     However,  both 
North  Carolina  and  Maryland  have  similar  bands  (negative  for  adults 
and  large  for  AFDC) .    Consequently,  the  width  of  the  band  cannot 


Comparison  of  the  spend-down  population  with  the  categorically 
needy  was  only  conducted  for  Massachusetts  and  North  Carolina,  where 
as  information  was  obtained  for  the  medically  needy  comparison  for 
all  three  survey  States. 


213 


be  the  determining  variable  since  the  spend-down  proportions  are 
quite  different  between  the  two  States. 

Another  explanation  is  that  the  size  of  the  potentially  eli- 
gible spend-down  population  differs  considerably  among  the  sites, 
and  thus  the  proportion  of  spend-downers  enrolled  varies  accordingly. 
However,  a  more  likely  explanation   (as  implied  by  other  study  findinqs) 
is  that  the  administration  of  the  Medicaid  and  spend-down  procrrams 
varies  tremendously  among  the  three  survey  States  and  even  within 
Massachusetts  and  Maryland,  thus  causing  the  size  of  the  spend- 
down  population  to  vary  relative  to  the  rest  of  the  Medicaid  enrollees. 

It  would  be  a  mistake  to  write  the  spend-down  program  off  as 
being  insignificant.    The  computer  simulation  of  Medicaid  eligibility 
which  was  done  for  Massachusetts^"  indicated  that  during  1974  the 
State's  Medicaid  program  was  only  enrolling  about  5%  of  the  poten- 

.  .  

tially  eligible  spend-down  population.     If  this  estimate  is  at  all 
accurate,  then  spend-downers  should  be  considered  to  be  a  vastly 
under-represented  group  in  State  Medicaid  programs,  but  not  an  un- 
important one. 

Sociodemographic  Characteristics 

Spend-downers  are  found  among  all  the  categories  of  Medicaid, 
with  no  particular  category  of  recipients  consistently  dominating 
the  spend-down  group  across  States.    Furthermore,  only  one  State 
showed  consistency  within  as  to  the  categorical  distribution  of  its 
spend-down  population.     In  North  Carolina  there  does  appear  to  be 
uniformity  among  the  categories  of  spend-down  cases  between  sites, 
with  aged  and  disabled  cases  dominating  the  spend-down  group.  In 
the  other  two  States,  there  is  little  consistency  regarding  the 
spend-down  categorical  distribution  between. sites. 


See  Volume  IX,  The  Spend-down  Participation  Rate. 
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AFDC  cases  consistently  dominate  the  categorically  needy  popu- 
lation, while  no  pattern  is  obvious  for  the  medically  needy.  Not 
surprisingly  then,  no  relationship  could  be  discerned  across  sites 
in  comparing  the  three  eligibility  groups  according  to  their 
categorical  composition.    This  is  not  an  insignificant  finding. 
Assuming  that  spend-down  and  the  medically  needy  programs  merely  ex- 
tend eligibility  to  a  higher  income  group,  it  would  seem  logical 
that  the  caseloads  of  the  three  groupings  would  not  differ  in  cate- 
gorical composition;  however,  this  was  not  shown  in  the  findings. 
Neither  were  the  differences  between  the  groups  consistent. 

Similarly,  no  relationship  seems  to  exist  for  spend-down  cases 
and  the  other  eligibility  groups  with  regard  to  size  of  case  or  the 
age  or  sex  of  the  household  head  —  presumably  since  these  charac- 
teristics are  so  tied  to  the  case  category. 

The  racial  composition  of  spend-down  cases  does  not  follow  that 
of  the  general  population.    Among  the  study  sites,  spend-downers 
are  more  likely  to  be  black  than  the  general  population.     So  are 
the  medically  needy.     The  racial  composition  for  all  three  eligibility 
groups  was  only  available  for  North  Carolina.     There  a  clear  pattern 
emerged.     At  both  sites  the  categorically  needy  were  most  likely  to 
be  black ,^while^  the  spend-downers  were  most  likely  to  be  white,  with 
the  medically  needy  falling  in  between.     The  spend-down  group  came 


of  the  general  population  in  the  State,, 

These  conclusions  indicate  that  few  generalizations  which  would 
hold  true  across  all  States  can  be  made  regarding  caseload  and  socio- 
demographic  characteristics  when  comparing  spend-downers,  .the  med- 
ically needy  and  the  categorically  needy.     The  populations  vary  con- 
siderably even  within  States;   in  this  study  only  North  Carolina  ap- 
pears to  have  a  Medicaid  population  of  relative  consistency  in  ref- 
erence to  socio-demographic  variables. 


215 


Economic  Characteristics 

Most  spend-downers  are  poor  —  none  among  the  study  States  had 
incomes  of  over  $10,000  a  year  and  the  majority  of  spend-down  cases 
in  two  of  the  States  (North  Carolina  and  Massachusetts)  were  just 
over  the  State's  protected  income  level.     For  example,  84-93%  of 
the  spend-down  cases  in  North  Carolina  had  annual  incomes  of  less 
than  $3,000,  while  70-85%  of  the  cases  in  Massachusetts  had  less 

than  $6,000  a  year?"    In  the  adult  categories,  particularly,  spend- 

2 

down  annual  incomes  are  almost  always  low;  AFDC  and  MA-21  cases 
can  be  expected  to  show  greater  variation  in  annual  income.  The 
most  frequent  income  source  for  spend-downers  appears  to  be  OASDI 
(Social  Security) . 

As  expected,  spend-downers  have  higher  incomes  than  the  medi- 
cally needy.    Presumably  their  income  is  also  higher,  than  that  of 
the  categorically  needy  although  income  data  could  not  be  obtained 
for  this  group. 

Both  the  medically  needy  and  spend-downers  were  expected  to 
have  non-welfare  sources  of  income  because  otherwise  it  can  be  pre- 
sumed they  would  be  eligible  for  cash  assistance.    However,  there 
were  no  systematic  differences  between  the  two  groups  with  regard 
to  income  source  except  that  spend-downers  tend  more  to  have  income 
from  pensions  than  the  medically  needy.    The  most  frequent  income 
source  cited  by  both  spend-downers  and  the  medically  needy  was 
OASDI.     It  is  of  note  that  there  is  no  consistent  difference  be- 
tween the  two  groups  with  regard  to  the  receipt  of  earned  income. 
Earned  income  was  more  likely  to  be  reported  by  the  medically  needy 
at  four  of  the  sites,  while  the  opposite  pattern  was  seen  at  the 
other  three  sites. 

The  only  categorical  pattern  that  emerged  across  groups  with 
regard  to  income  was  that  in  both  the  spend-down  and  medically  needy 
groups,  the  proportion  of  the  caseload  with  OASDI  income  was  closely 
related  to  the  proportion  of  aged  and  disabled  cases,  an  entirely 
expected  finding. 

"^he  protected  income  level  of  a  family  of  3  in  North  Carolina  is  $2500 
a  year,  while  in  Massachusetts  it  is  $4680. 

2 

Medical  assistance  to  persons  under  21  years  of  age,  an  optional 
eligibility  group  for  State  Medicaid  program. 
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Another  economic  characteristic  of  interest  is  the  availability 
of  assets  or  resources.    Although  the  frequency  of  home  ownership 
varied  somewhat  between  sites,  it  appears  that  one  quarter  to  one 
half  of  spend-downers  are  likely  to  be  homeowners.  Homeownership 
is  especially  frequent  among  aged  spend-downers.    Spend-downers  are 
more  likely  to  be  homeowners  than  the  medically  needy.    No  informa- 
tion could  be  obtained  with  regard  to  this  variable  for  the  cate- 
gorically needy. 

No  definite  prediction  can  be  made  as  to  whether  spend-downers 
are  likely  to  have  any  liquid  assets  (cash,  savings,  insurance  with 
cash  value,  etc.),  although  in  several  of  the  sites  a  majority  of 
the  spend-down  cases  had  none  at  all.    However,  if  spend-down  cases 
do  have  liquid  assets,  the  average  value  is  likely  to  be  quite  low. 
Among  the  survey  sites  the  average  value  ranged  from  $45  to  $612 
per  case.    Adult  category  cases  have  the  highest  average  liquid  asset 
value . 

When  compared  to  the  medically  needy,  spend-downers  do  not 
appear  to  have  a  greater  likelihood  of  owning  liquid  assets,  although 
spend-downers  are  more  likely  than  the  medically  needy  to  report  hav- 
ing cash  or  savings.     Finally,  there  is  no  relationship  with  respect 
to  the  average  value  of  liquid  assets  between  the  groups.  However, 
there  were  differences  in  the  average  values  of  liquid  assets  among 
the  study  States.    The  three  Massachusetts  sites  stand  out  as  having 
considerably  higher  total  asset  values  than  the  other  two  States. 
This  holds  true  for  both  the  medically  needy  and  spend-downers. 
Allowable  resource  levels  do  vary  somewhat  across  the  States,  but 
the  average  level  for  each  of  the  sites  is  considerably  less  than 
the  allowable  level. 

A  full  review  of  the  financial  status  of  spend-downers  also 
calls  for  some  assessment  of  debts  as  well  as  assets.    No  overall 
generalizations  can  be  made  about  the  debt  status  of  spend-downers 
prior  to  their  Medicaid  application;  however,  once  eligible,  they 
report  that  their  debt  status  gets  worse,  i.e.,  they  either  go  into 
debt  or  get  more  into  debt.     Spend-downers  are  not  likely  to  lose 
any  of  their  assets  though  after  becoming  eligible  for  Medicaid. 
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When  compared  to  the  medically  needy,  it  appears  that  despite 
the  fact  that  they  have  higher  incomes,  spend-downers  are  more 
likely  to  have  owed  money  in  the  year  prior  to  their  Medicaid  eli- 
gibility.   Furthermore,  they  are  more  likely  to  stay  in  debt  once 
eligible.    However,  the  differences  between  the  groups  for  this 
variable  are  rather  small  in  most  sites.     To  the  extent  that  this 
pattern  is  generalizable ,  it  may  well  be  a  reflection  of  the  need 
of  spend-downers  to  pay  more  medical  expenses  out  of  their  own 
pockets,  thereby  incurring  debt. 

In  summary,  the  economic  status  of  the  spend-downers  is  some- 
what better  than  the  medically  needy,  but  not  much. 

Previous  Medicaid  Experience 

No  conclusion  can  be  made  as  to  the  probable  experience  of 
spend-downers  with  regard  to  previous  Medicaid  eligibility  as 
either  Medicaid  recipients  under  the  cash  or  medically  needy  pro- 
grams, except  by  State.     Between  60%  and  58%  of  the  spend-downers 
in  North  Carolina  had  been  previously  eligible  for  Medicaid,  com- 
pared to  24%  to  43%  of  the  Massachusetts  and  14%  to  25%  of  the 
Maryland  spend-down  populations.    This  would  seem  to  indicate  that 
the  spend-down  program  varies  among  States  from  one  in  which  the 
spend-down  program  draws  recipients  primarily  from  outside  the 
Medicaid  system  to  a  situation  in  which  the  overall  Medicaid  re- 
cipient population  is  fairly  stable  with  the  main  variation  occurring 
between  eligibility  groups. 

The  medically  needy  at  every  survey  site  were  even  more  likely 
than  spend-downers  to  have  been  previously  eligible  for  Medicaid. 
Except  for  Boston,  68%  or  more  of  the  medically  needy  at  all  sites 
had  been  Medicaid  recipients  before. 

Spend-downers  are  less  likely  than  both  the  categorically  needy 
and  the  medically  needy  to  have  had  a  history  of  extensive  i.e., 
greater  than  two  years  —  Medicaid  coverage;  however,  no  pattern 
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emerges  if  the  comparison  is  limited  to  the  categorically  needy  and 
medically  needy.     When  compared  to  the  other  two  States,  the  North 
Carolina  program  by  far  has  the  highest  proportion  of  repeaters  and 
"extensive"  repeaters  for  all  three  groups. 

State  patterns  also  emerge  with  regard  to  the  previous  spend-down 
experience  of  the  spend-down  population.     In  Massachusetts  and 
Maryland  most  spend-downers  are  first-time  spend-downers ,  while  in 
North  Carolina  44%  to  67%  of  the  spend-down  group  had  been  previous 
spend-downers.    As  one  might  expect,  spend-downers  are  more  likely 
than  medically  needy  individuals  to  have  spent-down  before. 

In  summary,  the  Maryland  and  Massachusetts  spend-down  programs 
seem  to  be  working  more  as  emergency  or  one-time-only  health  care 
programs,  whereas  North  Carolina  treats  spend-down  as  an  ongoing 
method  of  Medicaid  eligibility,  more  similar  to  an  insurance  pro- 
gram with  an  income-related  deductible.    Additionally,  the  overall 
Medicaid  population  in  North  Carolina  seems  much  more  stable  than 
in  the  other  two  study  States. 

The  Spend-down  Experience 

Most  spend-downers  learn  about  spend-down    per  se  through  the  welfare 
office  itself  or  family  and  friends,  not  providers.    Most  do  not 
know  about  the  program  before  application.    The  major  reason  spend- 
downers  give  for  applying  for  Medicaid  is  that  they  have  recently 
experienced  a  change  in  health  status ,  as  opposed  to  change  in  in- 
come, transfer  from  other  Medicaid  eligibility  groups,  or  other 
causes.    This  is  particularly  interesting  because  it  implies  that 
spend-downers  are  experiencing  definite  health  problems  at  the  point 
of  Medicaid  application. 

The  medically  needy  also  report  a  change  in  health  status  as 
the  major  reason  for  their  application  to  Medicaid.    Family  and 
friends  are  the  most  important  referral  source  to  Medicaid  for 
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them.    At  least  a  third  of  the  medically  needy  report  that  they  did 
not  know  for  sure  about  Medicaid  until  they  applied. 

Significantly,  the  majority  of  successful  spend-down  cases  al- 
ready have  at  the  point  of  application  the  health  expenses  which 
they  need  to  fulfill  their  spend-down  liability.     Also,  most  cases 
are  able  to  use  all  the  health  expenses  which  they  have  toward  meet- 
ing their  spend-down  (i.e.,  there  is  not  a  problem  with  non-allowable 
expenses) . 

It  is  impossible  to  predict  the  likely  size  of  a  spend-down 
liability.     However,  it  can  be  expected  that  most  successful  spend- 
down  cases  will  not  have  spend-downs  over  $275.     Furthermore,  many 
spend-downs  are  less  than  $100.     Generally,  aged  cases  have  the 
.smallest  spend-down  liabilities.     The  spend-down  liability  represents 
for  most  spend -downers  a  major  portion  of  their  annual  income, 
usually  from  7%  to  15%.    This  is,  of  course,  well  above  the  national 
average  for  out  of  pocket  health  expenditures,  which  in  1970  was 
4.4%*    for  an  average  family. 

According  to  spend-downers  themselves,  the  majority  of  spend- 
down  liabilities  are  eventually  fully  paid.     There  is  no  definite 
pattern  as  to  how  the  spend-down  is  paid  off  ~  some  cases  indicate 
they  pay  all  at  once  while  others  report  they  work  out  a  payment 
schedule  with  providers.     However,  the  extended  payment  approach  is 
the  method  most  frequently  used. 

It  should  be  noted  that  all  the  providers  interviewed  for  the 
Administrative  Analysis  phase  of  the  study  reported  that  most  spend- 
downers  do  not  pay  off  their  liabilities.     Unfortunately,  no  con- 
clusive data  could  be  obtained  in  this  regard.     It  is  somewhat  ironic 
that  there  is  no  reliable  information  on  this  key  point. 


Expenditures  for  Personal  Health  Services:  National  Trends  and 
Variations  1953-1970. 
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As  had  been  anticipated,  case  records  indicate  that  hospitals 
are  assigned  the  major  dollar  proportion  of  spend-down  liabilities. 
As  a  matter  of  fact,  it  can  usually  be  expected  that  well  over  half 
of  any  case's  spend-down  liability  will  go  to  a  hospital.- 


Most  spend-downers  have  some  sort  of  health  insurance  coverage 
in  the  year  prior  to  their  Medicaid  application;  however,  there  is 
not  a  consistent  pattern  as  to  what  type  of  coverage  is  likely.  As 
would  be  expected  due  to  Medicare,  almost  all  aged  cases  report  some 
type  of  insurance,  while  at  least  half  of  the  AFDC  and  MA- 21  cases 
also  report  coverage.     No  clear  pattern  emerged  for  disabled  spend- 
downers.      Aged  cases  are  most  likely  to  have  Medicare  coverage, 
while  AFDC  and  MA- 21  cases  report  private  insurance  most  frequently. 

No  significant  differences  could  be  found  with  respect  to  health 
insurance  coverage  between  the  medically  needy  and  spend-downers. 
At  some  sites,  spend-downers  were  more  likely  to  report  coverage, 
while  at  other  sites  the  medically  needy  were.    No  reliable  compari- 
son was  possible  regarding  insurance  coverage  with  the  categorically 
needy . 

It  is  difficult  to  generalize  very  much  about  the  past  health  care 
utilization  patterns  of  spend-downers,  except  to  say  that  there 
is  extreme  variation.     However,  spend-down  cases  are  likely  to  show 
a  higher  hospitalization  rate  in  the  year  prior  to  Medicaid  applica- 
tion than  the  national  average. 

Spend-downers  are  considerably  more  likely  than  the  medically 
needy  to  report  a  hospitalization  in  the  year  before  applying  for 
Medicaid.     Moreover,  spend-downers  more  frequently  report  lengthy 
stays.    No  data  was  obtained  on  previous  health  care  utilization 
patterns  for  the  categorically  needy. 


Health  Care  Patterns 
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Most  spend-downers  see  a  doctor  at  least  once  during  the  year 
prior  to  Medicaid  eligibility;  furthermore,  their  utilization  of  phy- 
sicians' services  during  this  time  appears  to  be  higher  than  the 
national  average.     Spend-downers  are  more  likely  than  the  medically 
needy  to  have  at  least  some  contact  with  physicians  during  the  pre- 
vious year.     They  are  also  more  likely  to  show  heavy  utilization 
rates,  i.e.,  more  than  one  visit  per  month. 

Spend-down  cases  report  very  large  expenditures  for  health  care 
in  the  year  prior  to  their  Medicaid  application.     This  seems  especi- 
ally true  for  drugs.     Since  self-reported  retrospective  health  care 
information  is  often  unreliable,  the  past  health  expenditure  infor- 
mation for  spend-downers  is  open  to  question.     However,  survey  re- 
sults indicate  that  as  an  average,  spend-down  cases  are  likely  to 
have  incurred  over  $1,000  in  health  expenses  in  the  year  prior  to 
their  Medicaid  application. 

Spend-downers  consistently  report  higher  annual  expenditures  for 
each  major  type  of  health  care  than  the  medically  needy  before 
Medicaid  eligibility.     Not  only  do  they  appear  to  use  hospital  and 
doctor  services  more  but  also  they  spend  more. 

Once  on  Medicaid,  spend-downers  have  a  slightly  higher  encounter 
rate  with  ambulatory  care  than  the  population  as  a  whole.  Disabled 
spend-down  cases  show  higher  encounter  rates  and  costs  per  visit  than 
AFDC  cases.     There  is  no   distinct   pattern  to  the  encounter  rate  for 
ambulatory  care  for  aged  cases.    Also,  the  impact  of  Medicare  makes  it 
impossible  to  draw  conclusions  about  the  average  cost  for  this  category. 

Conclusions  cannot  be  reached  about  the  differences  in  Medicaid  am- 
bulatory care  utilization  among  spend-downers „  the  medically  needy  and 
the  categorically  needy  except  by  State.     In  Massachusetts  no  consistent 
pattern  emerged  across  sites  with  regard  to  the  encounter  rates  for  each 
group  .    At  two  sites  the  medically  needy  showed  the  highest  rates, 
while  at  the  third  site  spend-downers  did.     However,  all  three  groups 
in  Massachusetts  are  above  the  national  average. 
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On  the  other  hand,  in  North  Carolina  spend-down  cases  show  consid- 
erably higher  ambulatory  care  encounter  rates  than  the  medically  needy 
or  the  categorically  needy.     They  are  only  slightly  above  the  national 
average,  while  the  medically  needy  and  categorically  needy  are  below  it. 

In  both  States,  clinics  make  up  a  greater  portion  of  the  total 
ambulatory  care  for  cash  recipients  than  for  the  medically  needy 
or  spend-downers .     The  average  cost  per  ambulatory  care  encounter 
for  spend-downers  ranges  from  $18  to  $26  in  Massachusetts  and  from 
$31  to  $38  in  North  Carolina.     A  clinic  visit  cost  more  than  a 
doctor's  visit  in  Massachusetts,  while  the  reverse  was  true  in 
North  Carolina. 

Spend-downers,  once  they  are  eligible  for  Medicaid,  show  a 
higher  hospital  utilization  rate  than  the  national  average.  The 
disabled  spend-downers  spend  many  more  days  in  the  hospital  per 
month  eligible  than  any  other  category.    Aged  figures  are  lower, 
but  are  no  doubt  affected  by  Medicare  coverage. 

Medicaid  cash  recipients  make  less  use  of  hospital  care  than 
the  medically  needy  and  spend-downers.     However,  the  effect  is  more 
pronounced  in  North  Carolina  than  Massachusetts. 

The  same  categorical  patterns  for  hospital  usage  are  seen  for 
the  medically  needy  and  categorically  needy  as  shown  for  spend-downers ; 
i.e.,  blind,  disabled  and  aged  cases  far  surpass  AFDC  cases  in  hos- 
pital usage.     Not  only  are  they  more  likely  to  be  hospitalized,  but 
they  tend  to  stay  longer  for  each  visit. 

The  average  cost  per  day  of  hospital  care  could  not  be  analyzed 
for  North  Carolina  due  to  the  presence  of  outpatient  bills  in  the 
hospital  charges.     In  Massachusetts  the  cost  per  day  for  cash  recipi- 
ents was  consistently  in  the  $100  to  $130  range  whereas  for  medically 
needy  and  spend-down  cases  it  fluctuated  more  widely. 
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Medicaid  drug  utilization  data  was  only  available  for  Massa- 
chusetts, but  it  would  indicate  that  only  between  30  to  50%  of 
spend-downers  are  likely  to  have  drug  bills  while  on  Medicaid. 
As  an  average  Medicaid  drug  expenditures  for  spend-downers  ran 
$2  to  $6  a  month.     The  aged  and  disabled  spend-downers  have  the 
highest  average  drug  expenditures  among  the  categories. 

The  categorically  needy  in  Massachusetts  are  more  likely  to 
have  drug  expenditures  than  are  the  medically  needy  or  spend-downers. 
There  is  no  consistent  pattern  of  differences  in  average  drug  costs 
per  month  between  the  groups.     The  same  categorical  pattern  holds  for 
all  three  groups  of  Medicaid  recipients  with  regard  to  expenditures 
for  drugs.     Disabled  and  aged  recipients  in  the  categorically  needy, 
medically  needy,  and  spend-down  groups  had  far  larger  pharmacy  bills 
per  month  than  did  AFDC-related  cases. 

The  average  annual  health  care  cost  to  Medicaid  for  a  spend-down 
case  varies  considerably.     By  site,  it  is  $261,  $834,  and  $4324  in 
Massachusetts,  and  $809  and  $2356  in  North  Carolina. 

Spend-downers  do  not  necessarily  incur  greater  expenses  in  Massa- 
chusetts than  the  medically  needy  or  the  categorically  needy.  However, 
a  pronounced  pattern  is  seen  in  North  Carolina,  primarily  due  to  the 
unusually  low  expenditures  on  health  care  for  the  categorically  needy. 
Although  spend-downers  in  North  Carolina  are  only  6%  of  the  Medicaid 
caseload  at  each  site,  they  account  for  11%  to  21%  of  the  annual  Med- 
icaid expenditures.     Again,  the  differences  between  the  two  State 
spend-down  programs  is  profound. 
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5.1.2    Factors  Predictive  of  Spend-down  Success 

Both  successful  spend-down  recipients  and  unsuccessful  spend- 
down  applicants  were  included  in  the  three  State  case  record  review 
and  personal  survey  in  order  to  isolate  those  variables  which  seemed 
positively  related  to  success  in  spending-down .     Although  the  sucess 
"rate"  for  spend-down  applicants  at  each  of  the  survey  sites  was 
calculated,^  it  is  not  felt  to  be  a  reliable  estimate.  Pre-application 
screening  procedures  used  in  local  offices   (as  described  in  Section 
3.3.1  of  the  Administrative  Analysis  Findings),  variable  approaches 
to  denied  application  statistics ,  and  the  difficulties  involved  in 
sampling  case  records  for  denied  applications  are  such  that  it  is 
almost  impossible  to  calculate  a  true  rate  without  a  methodical  on- 
site  observation  of  intake  procedures. 

Nevertheless,  from  the  recipient  survey  the  major  factors  which 

2 

appear  to  be  predictive  of  spend-down  success  have  been  isolated. 
These  include: 

•  the  public  assistance  category  of  the  applicant; 

•  the  size  of  the  applicant's  annual  income; 

•  the  source  of  the  applicant's  income; 

•  the  size  of  the  spend-down  liability; 

•  the  percentage  of  annual  income  which  the 
spend-down  liability  represents; 

•  the  extent  to  which  health  expenses  have  been 
incurred  at  the  point  of  application;  and 

•  whether  or  not  the  applicant  has  insurance 
coverage . 

The  aged  are  the  most  likely  spend-down  applicants  to  be  success- 
ful in  comparison  to  the  other  categories.     The  wealthier  an  appli- 
cant is,  the  less  likely  it  becomes  that  he  will  be  successful  at 

^See  Section  4.2.1. 
2 

A  chart  on  pages  146-147  summarizes  the  comparison  of  the  success- 
ful and  unsuccessful  spend-down  populations. 
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spend-down.     Furthermore,  unsuccessful  spend-downers  are  more 
likely  to  have  earned  income,  whereas  the  most  frequent  income 
source  for  successful  spend-downers  is  OASDI.     No  doubt  this  relates 
back  to  the  greater  likelihood  of  aged  applicants  being  successful 
spend-downers . 

As  might  be  expected,  unsuccessful  applicants  have  larger  average 
spend-down  liabilities.     However,  at  each  site  some  unsuccessful 
applicants  had  spend-down  liabilities  similar  in  size  to  that  of 
successful  spend-downers.     Applicants  most  likely  to  be  unsuccessful 
are  those  with  spend-down  amounts  in  excess  of  $500. 

Significantly,  the  average  spend-down  liability  for  an  unsuccess- 
ful applicant  is  likely  to  be  20  to  25%  of  his  annual  income.  Given 
the  proportion  of  available  income  which  this  represents,  it  is  not 
surprising  that  it  is  so  related  to  non-success  in  spending  down. 
However,  given  the  relationship  of  protected  income  levels  to  cash 
assistance  levels  and  the  way  spend-down  is  structured,  it  is  logical 
that  as  people  have  higher  incomes,  the  spend-down  liability  will  be 
greater  and  thus  is  a  more  sizeable  percentage  of  available  income. 

As  another  factor  directly  related  to  the  spend-down  liability, 
most  successful  spend-downers  will  already  have  the  health  expenses 
which  they  need  to  spend-down  at  the  point  of  Medicaid  application, 
whereas  unsuccessful  spend-downers  frequently  have  not  incurred  any 
health  expenses  at  that  time.     This  implies  that  successful  spend- 
downers  have  immediate  health  needs  and  are  already  obtaining  health 
care  services,  even  without  Medicaid  eligibility. 

Finally,  unsuccessful  spend-downers  are  more  likely  to  have 
health  insurance  coverage  prior  to  their  Medicaid  application  than  the 
successful  applicants.    There  was  not  always  a  large  difference  across 
sites,  but  in  some  the  rate  of  insurance  coverage  was  two  or  three 
times  more  likely  for  unsuccessful  spend-downers. 
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When  asked  why  they  did  not  spend-down,  most  unsuccessful  appli- 
cants indicated  that  either  their  medical  bills  were  not  large  enough 
or  they  did  not  attempt  to  spend-down  because  they  did  not  understand 
the  spend-down  procedures.     This  would  imply  that  another  factor 
obviously  predictive  of  spend-down  success  is  whether  or  not  an 
applicant  understands  the  spend-down  procedures. 

The  race  of  the  spend-down  applicant  appears  related  to  spend- 
down  success  in  North  Carolina,  but  did  not  hold  for  the  other  two 
States.  Successful  spend-downers  there  are  more  likely  to  be  white 
than  the  unsuccessful  applicants. 

Factors  not  associated  with  success  included: 

•  type  of  referral  source  to  Medicaid; 

•  source  of  information  about  spend-down; 

•  previous  Medicaid  eligibility; 

•  reason  for  Medicaid  application. 

For  all  of  these  factors,  there  was  little  or  no  difference  among  the 
survey  findings  between  the  two. groups  of  spend-down  applicants.  Both 
groups  are  likely  to  indicate  family  or  friends,  health  care  providers 
and  the  welfare  office  as  their  source  of  initial  information  regard- 
ing Medicaid.     Both  groups  tend  to  find  out  about  spend-down  per  se 
through  the  welfare  office. 

The  main  pattern  difference  in  terms  of  previous  Medicaid  eligi- 
bility seems  to  be  between  States,  not  between  the  two  groups  of 
spend-down  applicants.     The  majority  of  all  spend-down  applicants  in 
Massachusetts  have  never  been  previously  eligible  for  Medicaid,  while 
in  North  Carolina  the  majority  of  cases  in  both  groups  have  been  pre- 
viously eligible.     Again,  the  results  of  the  Administrative  Analysis 
seem  significant.    The  North  Carolina  Medicaid  program  uses  spend- 
down  more  like  an  insurance  program.     Applicants  are  encouraged  to 
apply  for  spend-down  just  "in  case".     It  seems  likely  this  contributes 
to  a  more  stable  Medicaid  population. 
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Finally,  the  main  reason  all  spend-down  applicants,  successful 
or  not,  are  likely  to  give  for  their  Medicaid  application  is  "change 
in  health  status".     For  all  other  characteristics  analyzed  from 
the  survey  findings,^"  no  relationship  could  be  discerned  which 
would  seem  to  be  predictive  of  spend-down  success. 


These  included  age  and  sex  of  applicants,  home  ownership,  liquid 
assets,  previous  spend-down  experience,  and  past  health  care  util- 
ization patterns. 
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5.2    How  Efficiently  is  Spend-down  Administered? 


Medicaid  is  a  Federal/State  program.     By  design,  Federal  regula- 
tions do  not  specify  exactly  how  States  should  handle  each  specific 
Medicaid  procedure;  rather,  they  set  boundaries  within  which  States 
must  operate.     Variations  between  States  are  expected,  even  encouraged, 
so  long  as  the  basic  requirements  are  met.     Variations  between  States 
in  administrative  practices,  therefore,  are  not  necessarily  bad  or 
indications  of  unclear  Federal  regulations;  they  may  reflect  varying 
policy  choices  by  States. 

The  common  refrain  of  the  spend-down  administration  analysis,  as 
presented  in  Chapter  3,  is  that  there  is  a  wide  variability  in  the 
implementation  of  spend-down  not  only  among  but  within  States.  The 

variations  observed  among  the  States  can  be  attributed  to  some  extent 
to  the  latitude  deliberately  allowed  within  the  regulations.  However, 
in  other  instances,  the  variation  represents  either  a  misunderstand- 
ing or  ignorance  of  Federal  intent,  or  a  decision  that  the  Federal 
regulations  are  unworkable.     Variations  observed  within  the  study 
States  can  be  explained  in  turn  by  the  vagueness  of  the  policies  and 
regulations  States  themselves  have  developed  for  administering  spend- 
down.     Due  to  the  lack  of  superimposed  structure  and  precise  defini- 
tions, decisions  about  how  to  implement  spend-down  are  often  made  at 
the  local  level.     How  spend-down  is  administered  in  each  State  then 
is  largely  the  result  of  a  piecemeal  accretion  of  rules  and  pro- 
cedures —  significantly  lacking  in  a  broader  framework  which  uni- 
fies them  to  a  common  objective. 

As  a  result,  spend-down  applicants  are  differentially  treated 
among  and  at  times  within  States.     Additionally,  spend-down  causes 
certain  inefficiencies  in  the  overall  administration  of  State  Medicaid 
programs. 
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There  are  a  myriad  of  administrative  problems  which  are  associated 
with  operating  a  spend-down  program,  i.e.,  the  assignment  of  spend- 
down  liability,  the  reconciliation  of  third-party  responsibilities, 
the  screening  of  provider  invoices,  and  so  forth.     The  essence  of 
these  problems  can  be  boiled  down  into  three  points : 

•  Spend-down  is  a  complicated  program  and  would  be 
difficult  to  administer  under  any  circumstances. 

•  The  paucity  and  vagueness  of  Federal  and  State 
guidelines  and  regulations  substantially  exacerbate 
the  inherent  administrative  problems. 

©        Although  spend-down  is  legislatively  part  of  the 
Medicaid  program,  administratively  it  does  not 
integrate  easily  into  that  program. 

Eligibility  determination  and  provider  reimbursement  are  relatively 

simple  under  Medicaid.     Either  persons  are  eligible  or  they  are  not. 

If  they  are,  their  bills  are  paid;  if  they  are  not,  their  bills  are 

not  paid. 

Spend-down,  on  the  other  hand,  requires  numerous  contingency 
arrangements.     Persons  are  eligible  if  they  incur  sufficient  bills. 
Providers  are  reimbursed  if  the  bills  they  submit  are  for  services 
rendered  after  persons  have  spent-down.    Third-party  payments  are 
allocated  first  to  Medicaid,  then  to  providers,  but  supposedly  last 
to  spend-down  liabilities.     Medical  expenses  need  to  be  prioritized 
so  that  non-Medicaid  covered  expenses  are  counted  first  against  the 
spend-down.     The  list  of  special  requirements  is  lengthy. 

It  is  not  surprising  then  that  the  administration  of  spend-down 
is  problematic.     The  net  effect  of  spend-down ' s  complexity  on  State 
Medicaid  programs  is  both  a  noticeable  lack  of  policy  or  procedural 
specificity  for  some  functions  relevant  to  spend-down  administration, 
and  for  other  functions,  the  imposition  of  requirements  in  violation 
of  Federal  regulations  in  order  to  achieve  management  control. 

Clearly,  some  States  have  implemented  spend-down  better  than 
others,  but  generally  spend-down  is  not  administered  as  efficiently 
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or  effectively  as  it  could  be.     Two  conclusions  seem  apparent: 

•  Spend-down  is  difficult  to  administer  and 
causes  problems  in  the  basic  operations  of 
State  Medicaid  programs;  and 

•  Some  problems  in  administering  spend-down  can 
adversely  affect  spend-down  applicants. 

The  two  sections  which  follow  address  each  of  these  conclusions. 
First,  administrative  problems  relative  to  spend-down  within  State 
Medicaid  programs  are  discussed.     Next,  the  impacts  of  administrative 
problems  are  analyzed  as  they  affect  the  potentially  eligible  spend- 
down  population. 

5.2.1    Administrative  Difficulties  with  Spend-Down 

At  the  most  rudimentary  level,  there  are  two  basic  administrative 
functions  that  must  be  performed  to  implement  the  Medicaid  program. 
The  first  is  eligibility  determination  which  identifies  the  benefi- 
ciaries of  the  program.     The  second  is  invoice  payment:  paying  for 
the  health  bills  of  the  beneficiaries.     All  other  administrative 
functions  are  essentially  controls  on  the  accurate  implementation  of 
these  two. 

Spend-down  complicates  both  procedures.     It  presents  problems 
for  invoice  payment  because  controls  must  be  built  in  to  assure  that 
bills  paid  are  not  part  of  the  spend-down  liability,  or  for  services 
received  before  spend-down  eligibility  commenced.     Spend-down  com- 
plicates eligibility  determination  because  the  spend-down  case  is 
generally  more  time  consuming  and  more  difficult  to  process  than  other 
Medicaid  applications.     Each  of  these  areas  of  complication  is  discussed 
in  futher  detail  below. 
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Spend-down  and  Invoice  Payment 

The  major  function  of  the  Medicaid  process  which  spend-down 
significantly  impacts  is  invoice  payment.     Spend-down  introduces 
new  requirements  to  a  system  designed  to  handle  the  relatively  simple 
procedures  involved  with  paying  bills  for  the  categorically  and 
medically  needy. 

Spend-down  causes  problems  in  claims  processing  because  by 
the  very  structure  of  the  program,  spend-down  recipients  are  involved 
along  with  Medicaid  in  paying  for  their  health  care  expenses.  Con- 
sequently, administrative  procedures  have  to  be  developed  which 
insure  that  proper  billing  occurs  and  payments  are  not  duplicated. 

Claims  processing  for  spend-downers  is  further  complicated  because 
Federal  regulations  stipulate  1)  a  prioritization  for  spend-down 
liabilities;  2)  that  spend-down  liabilities  only  have  to  be  incurred; 
and  3)  that  third  party  insurance  cannot  be  used  to  mitigate  the 
spend-down  liability.     Significantly,  each  of  these  Federal  require- 
ments was  being  violated  by  study  States  either  by  oversight,  poor 
management  or  in  the  interests  of  more  efficiently  integrating  spend- 
down  into  the  Medicaid  program. 

Looking  first  at  the  issue  of  prioritizing  the  expenses  used  for 
the  spend-down  liability,  the  Federal  regulations  seem  reasonable  and 
straightforward  in  principle:  apply  health  insurance  premiums  first, 
non-Medicaid  covered  medical  expenses  next,  and  Medicaid-covered 
expenses  last.     However,  in  actuality,  this  issue  of  assignment  con- 
stitutes a  major  problem  in  implementing  spend-down.  Prioritizing 
such  as  that  specified  in  the  regulations  falls  down  because  spend- 
down  applicants  of  course  want  to  become  eligible  for  Medicaid  as 
soon  as  possible  and  States  cannot  determine  eligibility  until  the 
spend-down  liability  has  been  satisfied.     Furthermore,  States  are 
more  interested  in  efficient  claims  processing  than  in  the  effort 
which  would  be  required  to  prioritize  the  spend-down  liability. 
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A  strict  implementation  of  prioritization  would  require  for  many 
cases  waiting  until  after  the  six  month  accounting  period  was  over 
to  fully  insure  that,  for  example,  non-Medicaid  covered  items  were 
used  first  as  part  of  the  spend-down  liability. 

In  any  event,  all  study  States  have  largely  disregarded  the 
Federal  regulations  regarding  prioritization  in  lieu  of  more  pragmatic 
assignment  policies.     The  main  impetus  for  the  design  of  the  more 
pragmatic  approaches  seems  to  have  been  the  need  to  control  against 
Medicaid  payment  of  expenses  used  in  meeting  the  spend-down.  Three 
methods  of  assignment  have  been  devised  which  deal  with  this  problem 
with  variable  success — chronological  assignment  of  the  liability, 
assignment  of  the  liability  to  specific  provicers ,  and  requiring  that 
the  spend-down  liability  be  paid  instead  of  incurred.     Again,  each  of 
these  alternatives  appears  to  have  been  developed  primarily  in  the 
interests  of  efficient  management  and  the  need  to  control  against 
erroneous  expenditures,  not  in  any  effort  to  sabotage  the  spend-down 
program. 

Chronological  accumulation  of  bills  in  fulfillment  of  the  spend- 
down  liability  is  perhaps  the  easiest  way  to  designate  the  spend-down 
eligibility  period,  and  ideally  is  a  simple  solution  to  controlling 
overpayment.     Bills  prior  to  the  day  when  the  spend-down  was  met  are 
simply  not  honored.     This  approach  requires  the  specification  of  an 
exact  date  of  spend-down  eligibility  which  must  be  carefully  entered 
on  the  eligibility  file  and  checked  against  when  any  claims  are  received. 
Other  Medicaid  recipients  typically  are  eligible  for  an  entire  month, 
thus  claims  processing  procedures  must  be  modified  for  spend-downers . 

However,  the  system  breaks  down  when  bills  are  submitted  late  by 
practitioners,  for  example.     Then,  the  spend-down  date  has  to  be  re- 
determined, and  the  liability  reassigned.     Another  problem  with  using 
the  chronological  accumulation  of  spend-down  expenses  and  the  assignment 
of  an  exact  date  of  eligibility  occurs  when  multiple  charges  in  excess 
of  the  spend-down  liability  occur  on  a  given  day   (such  as  in  a  hospital) . 
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If  a  claim  were  submitted  to  Medicaid  for  the  entire  day's  charges, 

it  would  probably  be  honored  since  States  using  the  exact  date  approach 

would  have  no  way  of  knowing  that  a  spend-down  liability  was  involved. 

A  second  method  for  controlling  against  erroneous  expenditures 
is  assigning  the  spend-down  to  a  specific  provider  and  noting  it  on 
the  Medicaid  eligibility  file  so  that  the  charges  are  not  later  paid 
by  Medicaid.     This  approach  most  often  occurs  with  hospitals.  However, 
this  method  has  problems  because  it  seems  unfairly  discriminatory 
against  larger  providers.     Also,  as  reported  in  Chapter  3,  providers 
report  that  spend-down  liabilities  are  rarely  collected^  and  thus 
result  in  bad  debts  for  providers  and  eventual  increased  charges  for 
everyone. 

Two  of  the  study  States  have  found  that  neither  of  these  two 
methods  is  efficient  in  controlling  against  Medicaid  overpayments  and, 
therefore,  have  added  a  third  method — restrictions  on  whether  the  spend- 
down  expenses  are  to  be  paid  or  incurred.     Even  though  these  States  in 
their  Medicaid  plans  endorse  the  incurment  principle,  they  require  that 
expenses  used  for  meeting  the  spend-down  that  could  be  covered  by 
Medicaid  must  be  paid,  so  that  the  invoice  will  not  be  sent  in  to  Medicaid 
for  reimbursement. 

Perhaps  spend-down' s  major  complication  centers  on  this  issue 
of  incurment.     The  problem  begins  with  the  regulations.     Since  they 
are  so  non-specific,  they  can  be  interpreted  to  contradict  a  major  premise 
of  the  entire  spend-down  principle.     Neither  the  law  nor  regulations 
specify  whether  incurred  expenses  must  eventually  be  paid.     If  they 
do  not,  then  the  spend-down  amount  technically  does  not  have  to  be 
paid.     This  violates  the  principle  on  which  spend-down  is  founded: 
that  in  order  to  become  eligible,  the  recipient  must  share  in  the 
cost  of  medical  expenses. 


In  contradiction  to  this,  a  majority  of  the  spend-downers  inter- 
viewed in  the  personal  survey  reported  that  they  had  fully  paid  their 
spend-down  liabilities. 
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Most  likely,  the  incurment  principle  was  intended  to  allow  in- 
dividuals with  limited  excess  income  to  defer  payment  of  the  spend- 
down  liability  over  a  period  of  time.     Otherwise,  medical  expenses 
equallirg  six  months*  worth  of  excess  income  would  have  to  be  paid  at 
the  front  end  of  the  six-month  accounting  period.     Further,  there  is 
pressure  to  spend-down  quickly  in  order  to  maximally  benefit  from 
Medicaid  coverage.     Incurment  ideally  obviates  the  cash  flow  problems 
that  are  likely  to  result  from  these  prerequisites. 

However,  States  have  not  found  the  incurment  principle  to  be 
administratively  feasible,  especially  for  applicants  with  chronic 
health  care  needs  who  may  be  utilizing  the  services  of  several  health 
care  providers.     As  a  result,  the  spend-down  liability  is  required  to  be  paid. 
Although  effective,  this  does  not  represent  an  acceptable  solution  for  con- 
trolling against  erroneous  expenditures  because  it  is  out  of  compliance  with 
Federal  regulations.     Furthermore,  it  can  prevent  many  applicants 
from  successfully  spending-down  simply  because  they  do  not. have 
available  six  months'  worth  of  cash. 

A  final  issue  with  regard  to  spend-down  and  invoice  payment  in- 
volves third-party  insurance.     Although  third-party  coverage  is  not 
unique  to  spend-down  recipients ,  spend-down  enforces  recognition  of 
this  Medicaid-related  problem  of  third  party  liability  because  as  a 
population,  most  spend-downers  have  some  form  of  third  party  insurance. 
The  problems  involved  are  1)  identification  of  third  party  liabilities; 
2)  division  of  bills  between  the  third  party  payment,  the  spend-down 
amount  and  the  Medicaid  contribution;   and  3)   collection  of  amounts 
overpaid  or  advanced  by  Medicaid  which  rightfully  should  have  been 
paid  by  the  third  party.     Little  direction  now  exists  for  guiding 
workers  in  how  to  review  an  applicant's  insurance  coverage.  Col- 
lection of  third-party  information  is  haphazard.     There  is  confusion 
as  to  whether  or  not  insurance  can  mitigate  the  spend-down  liability. 
Procedures  for  following  up  when  third-party  coverage  exists  are  not 
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usually  explained.     Pursuit  of  reimbursement  form  third-party  coverage 
is  left  largely  to  providers. 

It  is  clear  from  the  preceeding  discussion  that  spend-down 
imposes  extra  burdens  on  the  management  of  Medicaid  operations. 
Inefficiencies  arise  in  the  extra  tasks  required  for  spend-down  that 
are  inserted  into  the  general  invoice  processing  system.     Thus,  un- 
necessary control  measures  are  instituted  on  the  entire  system  just 
for  the  sake  of  the  minority  of  spend-downers  in  the  system.  In 
each  of  these  instances,  where  spend-down  necessitates  an  added  con- 
trol, the  outcome  is  a  less  efficient  procedure  for  the  whole;  further- 
more the  approaches  introduced  continue  to  be  problematic. 

Spend-down  and  Eligibility  Determination 

Eligibility  determination,  to  the  point  of  ascertaining  cate- 
gorical relatedness  and  computing  income  and  resources,  is  not  signi- 
ficantly confused  by  spend-down.     It  replicates  standard  procedures 
used  for  all  medically  needy.     The  real  problems  with  a  spend-down 
case  begin  when  it  has  been  determined  that  the  applicant  has  excess 
income .     Immediately  extra  work  is  introduced  for  the  case  worker. 
The  spend-down  amount  must  be  calculated,  and  the  process  of  spending 
down  must  be  explained  to  the  applicant.     This  latter  task  is  said 
by  workers  to  be  the  most  time-consuming  aspect  of  handling  a  spend- 
down  case  since  there  are  so  many  contingencies  and  technicalities 
involved  such  as  incurment  versus  payment,  what  expenses  are  allowable, 
the  relationship  of  third  party  insurance,  etc. 

A  major  problem  in  spend-down  eligibility  determination  involves 
the  determination  of  allowable  expenses  for  meeting  the  spend-down.  De- 
termining the  legitimacy  of  the  medical  expenses  used  in  spending  down 
is  an  area  left  almost  entirely  to  caseworker  discretion.     It  is  not 
surprising,  therefore,  that  most  local  offices  visited  defined  the 
medical  expenses  allowed  for  meeting  the  spend-down  differently.  Only 
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one  State  has  produced  an  exact  list  of  allowable  expenses  which  could 
be  counted  in  the  spend-down.     As  a  result,  what  expenses  are  allowable 
for  spending  down  can  vary  considerably.     This  clearly  influences  who 
spend-downers  are. 

Although  spend-down  is  acknowledged  by  all  States  to  be  a  dif- 
ficult area  of  Medicaid  eligibility,  few  adequate  explanatory  materials 
exist  for  workers,  providers  or  applicants.     Consequently,  a  second 
major  problem  involving  spend-down  and  eligibility  determination  is 
that  although  spend-down  is  a  more  complicated  and  less  familiar  ap- 
proach to  Medicaid  eligibility,  inadequate  guidance  is  available  to 
those  who  are  involved  with  it.     As  a  result,  confusion  and  frustration 
occur  more  frequently  than  with  other  Medicaid  cases. 

Because  spend-down  cases  are  more  difficult  and  time-consuming, 
it  is  not  surprising  that  informal  screening  procedures  have  been 
set  up  which  discourage  spend-down  applications ,  particularly  those 
without  acute  or  immediately  obvious  health  needs.     Only  North 
Carolina  encourages  potential  spend-downers  to  go  through  the  eligi- 
bility process  "just  in  case"  health  care  expenses  over  a  six  month 
period  are  adequate  to  satisfy  the  spend-down  liability. 

A  final  indication  of  the  way  spend-downers  are  differentially 
treated  in  the  Medicaid  eligibility  determination   process  can  be 
seen  in  the  termination  procedures  for  spend-downers  in  several  of 
the  study  States.     Most  States  have  special  controls  whereby  spend- 
downers  are  automatically  terminated  at  the  end  of  a  six  month 
eligibility  period.     Reapplication  is  not  expected,  as  with  other 
medically  needy  recipients,  because  it  is  felt  spend-down  is  primarily 
there  to  serve  emergency  health  needs.     Again,  North  Carolina  is  the 
exception  to  this  trend  as  shown  in  the  stability  of  its  spend-down 
population.     Utah  also  encourages  spend-downers  to  reapply. 
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The  Utah  Approach 

While  all  of  the  administrative  problems  summarized  here  were 
present  to  some  extent  in  each  of  four  study  States,  one  State  (Utah) 
managed  to  avoid  most  of  these  difficulties  through  its  unique  approach 
to  spend-down.*    Utah  essentially  operates  its  spend-down  as  an 
insurance  program.     Recipients  become  enrolled  on  the  basis  of  anti- 
cipated health  needs  and  the  State  collects  a  monthly  premium  equal 
to  the  monthly  excess  income.     In  return  for  paying  this  premium,  the 
recipient  receives  a  Medicaid  card  and  enjoys  the  attendant  benefits. 
The  problems  related  to  assignment  of  spend-down  liabilities,  proper 
accounting  of  third  party  reimbursements,  verification  of  dates  on 
provider  invoices ,  and  incurment  as  opposed  to  actual  payment  largely 
disappear.     The  State  is  saddled  with  the  task  of  collecting  the  spend- 
down  from  the  recipient,  but  in  Utah  this  has  not  proven  to  be  a  problem. 
Most  importantly,  in  Utah  recipients  do  not  have  a  problem  of  access; 
providers  are  not  confused;  and  recipients  and  workers  do  not  have  to 
go  through  the  process  of  liability  accumulation  and  assignment. 

This  is  not  to  say  that  the  Utah  system  is  without  problems . 
First  of  all,  payment  not  incurment  is  eventually  required.  Utah's 
approach  makes  it  more  difficult  to  use  non-Medicaid  covered  health 
expenses.     Additionally,  care  has  to  be  taken  with  such  a  system  to 
insure  that  Federal  matching  monies  are  not  confused  with  whatever 
expenditures  the  State's  program  may  make  to  cover  the  expenses  which 
make  up  the  spend-down  liabilities. 

Nevertheless,  Utah's  system  is  an  example  of  how  the  essential 
administrative  functions  specific  to  spend-down  can  be  removed  from 
the  mainstream  Medicaid  process.     The  remaining  functions  that  are 
left  in  the  overall  Medicaid  administrative  process  are  those  that 
are  common  to  all  Medicaid  recipients,  i.e.,  where  spend-downers  are 
not  a  special  group.     Thus,  the  problem  of  integrating  the  entire 
spend-down  process  into  the  Medicaid  framework  is  remedied. 

''"Utah's  approach  has  been  ruled  out  of  compliance  with  Federal 
regulations. 
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5.2.2    The  Impact  of  Spend-Down  Administration  Problems  on  Applicants 
and  Recipients 

The  variations  in  State  and  local  administration  of  spend-down 
are  not  without  their  repercussions  for  the  potential  spend-down  pop- 
ulation.    Specifically,  the  way  States  have  approached  the  implementa- 
tion of  spend-down  affects  applicants  in  the  following  ways: 

•  Many  potential  spend-down  applicants  are  not  aware 
or  the  program's  existence. 

•  Inadequate  explanation  and  guidance  are  available 
to  those  who  do  apply  so  that  participation  is 
further  discouraged. 

•  State  approaches  to  protecting  against  erroneous 
expenditures  favor  the  potential  spend-downer  with 
acute  health  care  needs  and  the  potential  spend- 
downer  who  has  the  ability  to  pay  rather  than  only 
incur  the  spend-down  liability. 

•  Even  for  those  spend -downers  who  become  eligible, 
States'  procedures  are  not  designed  to  make  them 
an  ongoing  part  of  the  Medicaid  population. 

Each  of  these  impacts  is  discussed  in  greater  detail  below. 

The  Spend-Down  Participation  Rate 

The  Recipient  Survey  findings  indicate  that  spend-downers  are 
only  a  small  part  of  the  current  Medicaid  population  in  most  States. 
Furthermore,  there  is  strong  indication  that  State  Medicaid  programs 
are  far  from  enrolling  all  of  those  potentially  eligible  for  spend- 
down. 

In  a  separate  developmental  effort,  described  in  detail  in  Volume 
IX  of  this  report,  a  computer  model  was  constructed  which  simulated 
the  Medicaid  eligibility  determination  process  for  one  State  —  Massa- 
chusetts.    The  results  of  the  model  indicate  that  the  State's  Medicaid 
program  is  currently  reaching  about  5%    of  the  potentially  eligible  non- 
institutionalized  spend-down  population.     If  this  estimate  is  at  all 
accurate,  there  are  many  persons  with  health  care  needs  and 
expenses  who  are  apparently  eligible  but  are  not  benefitting 
from  spend-down  provisions.     It  seems  safe  to  assume 
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that  most  of  them  would  choose  to  pursue  Medicaid  eligibility  if  they 
were  aware  of  it. 

Survey  findings  also  substantiated  that  the  public  is  not  familiar 
with  the  spend -down  provisions  of  Medicaid.     Most  successful  and  unsuc- 
cessful applicants  indicated  that  they  did  not  know  about  spend-down 
per  se  until  they  applied  for  medical  assistance. 

As  described  in  Section  3.3.9,  most  State  Medicaid  programs  do 
very  little  in  the  way  of  publicizing  eligibility  provisions.  Few 
written  materials  are  available.     However,  most  of  the  study  States 
did  not  feel  this  to  be  a  problem.     Since  they  tend  to  see  spend-down 
as  an  emergency  health  care  program,  they  seem  to  assume  that  people 
in  real  need  will  somehow  get  to  welfare  departments  for  assistance. 
As  a  result,  obviously,  many  persons  never  even  apply. 

A  common  assumption  seems  to  be  that  providers  will  refer  those 
to  Medicaid  spend-down  who  really  need  the  coverage.     However,  the 
survey  results  indicate  that  providers  are  not  the  main  referral  source 
Furthermore,  many  potential  spend-downers  out  of  cost  consideration  may 
severely  restrict  the  health  care  which  they  obtain,  thereby  reducing 
the  likelihood  that  they  would  be  referred  to  the  spend-down  program. 
Also,  many  providers  are  not  interested  in  having  Medicaid  patients  so 
that  they  would  not  be  apt  to  refer  potential  spend-downers.  Finally, 
it  is  not  clear  that  providers   (especially  physicians  and  druggists) 
are  familiar  with  the  program  themselves. 

Spend-Down  Intake  Procedures 

Even  for  those  potential  spend-downers  who  make  it  to  their  local 
welfare  departments  to  apply  for  Medicaid,  actually  becoming  eligible 
can  be  difficult  and  confusing.     As  described  in  Section  3.3.1,  appli- 
cant "screening"  often  takes  place  in  State  Medicaid  intake  procedures. 
The  potential  spend-downer  with  a  large  spend-down  or  not  immediately 
obvious  health  care  needs  can  be  discouraged  by  workers  from  even  com- 
pleting an  application.     The  difficulties  and  complications  involved  in 
processing  the  spend-down  case  and  explaining  the  procedure  to  the  ap- 
plicant cause  many  intake  workers  to  screen  out  potential  spend-downers 
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Almost  all  local  offices  visited  were  understaffed,  so  that  it  is  not 
surprising  that  the  more  time-consuming  spend-down  application  is  dis- 
couraged . 

Potential  spend-downers  are  also  affected  at  the  point  of  intake 
by  the  extent  to  which  an  adequate  explanation  is  given  to  them  of  the 
necessary  steps  involved  in  spending  down.     As  described  in  Section 
3.3.1,  explanatory  materials,  if  they  exist  at  all,  are  often  confusing. 
Equally  important,  workers  vary  in  the  extent  to  which  they  take  the  time 
to  explain  to  applicants  the  mechanics  of  spending  down. 

Of  relevance  to  this  discussion,  a  substantial  number  of  unsuccess- 
ful spend-downers  included  in  the  Recipient  Survey  reported  that  they 
did  not  attempt  to  spend-down  because  they  did  not  adequately  understand 
the  spend-down  procedures. 

The  Incurment  Problem 

As  discussed  in  Section  5.2.1,  the  principle  of  incurment  as  set 
forth  in  the  enabling  legislation  for  spend-down  would  seem  to  work 
for  the  benefit  of  the  spend-down  applicant.     In  reality,  allowing  the 
spend -downer  to  incur  the  spend-down  liability  has  not  turned  out  to 
be  as  helpful  as  it  would  appear.     Three  conclusions  can  be  made  about 
incurment  with  regard  to  its  impact  on  the  spend-down  applicant  popu- 
laton: 

•  It  is  often  difficult  for  spend-down  applicants 
to  get  providers  to  extend  them  credit;  therefore, 
they  do  not  have  access  to  health  services  and 
are  unable  to  incur. 

•  Incurment  is  easier  for  spend-downers  with  acute 
health  care  needs  than  for  those  in  need  of  chronic 
care. 

•  Some  States,  even  though  endorsing  the  principle  of 
incurment  in  their  Medicaid  plans,  do  not  allow  spend- 
down  applicants  to  incur  health  expenses  for  Medicaid- 
covered  services. 

When  applicants  are  unable  to  incur,  either  because  of  their  inabil- 
ity to  get  credit  or  because  the  State  does  not  accept  incurred  medical 
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expenses,  the  system  obviously  breaks  down.     Given  the  fixed  and  low 
incomes  of  many  potential  spend-downers ,  it  is  reasonable  to  expect 
that  they  will  not  be  able  to  free-up  six  months'  worth  of  excess  in- 
come.    Hence,  they  will  not  be  able  to  spend-down  even  though  their 
health  care  needs  may  be  great. 

The  difficulties  in  implementing  the  incurment  principle  have 
been  discussed  repeatedly  throughout  the  report,  and  do  not  reguire 
further  comment  here.     The  major  point  is  that  how  this  aspect  of  spend- 
down  is  administered  makes  a  considerable  difference  to  the  spend-down 
applicant. 

Staying  in  the  Medicaid  System 

The  last  part  of  Section  5.2  addressed  a  final  administrative  im- 
pact of  significance  to  spend-down  recipients.     States  vary  consider- 
ably in  how  they  see  spend-downers  within  the  Medicaid  system.  North 
Carolina,  as  shown  in  the  survey  results,  treats  spend-downers  as  they 
do  other  Medicaid  recipients.     They  are  encouraged  to  reapply  every 
six  months .     Spend-down  cases  there  even  receive  a  priority  for  redeter- 
mination since  workers  know  the  timeliness  of  the  reapplication  is  more 
critical  to  spend-downers  than  the  other  medically  needy  or  the  cate- 
gorically needy  Medicaid  recipients.     As  a  result,  the  North  Carolina 
spend-down  population  has  many  spend-down  "repeaters". 

Massachusetts  and  Maryland  automatically  terminate  spend-downers 
at  the  end  of  their  eligibility  period,  and  do  not  encourage  reappli- 
cation.    Although  recipients  can,  of  course,  reapply,  the  burden  for 
this  is  on  them.     Spend-downers  are  regarded  by  most  local  offices  to 
be  one-time-only  or  emergency  cases  and  are  not  considered  to  be  an 
ongoing  part  of  the  Medicaid  population. 
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5.3    What  Objectives  Does  Spend-Down  Fulfill? 

So  far  we  have  described  the  spend-down  process,  explained  its 
administration  by  State  Medicaid  programs,  and  reviewed  its  impact  on 
the  recipient  population.     However,  these  features  of  spend-down  shed 
only  limited  light  on  the  issue  which  is  of  critical  concern  in  a  study 
such  as  this  —  the  purpose  of  the  spend-down  program. 

The  usual  approach  in  a  descriptive  and/or  evaluative  study  of  a 
social  welfare  program  is  to  examine  the  intended  purpose  of  the  pro- 
gram and  then  to  "measure"  its  performance  in  relation  to  this  intent. 
Such  an  approach  is  not  feasible  for  the  analysis  of  spend-down.  Ref- 
erences to  the  program's  purpose  are  vague  and  some  program  requirements 
appear  to  be  in  direct  conflict  with  the  intent  of  others. 

.The  statutory  basis  for  the  spend-down  program  is  the  provision  of 
Title  XIX  which  states  that 

in  computing  a  family's  income  ...  there  shall  be 
excluded  any  costs  (whether  in  the  form  of  insurance 
premiums  or  otherwise)  incurred  by  such  family  for 
medical  care  or  for  any  othjr  type  of  remecial  care 
recognized  under  state  law. 

Given  this  rather  limited  reference  to  spend-down  in  the  law  (the  terms 
spend-down  or  excess  income  are  not  even  used) ,  the  ensuing  vagueness 
with  regard  to  the  purpose  of  the  program  is  not  surprising.     In  fact, 
one  could  reasonably  argue  that  the  law  merely  defines  a  special  type 
of  disregard  in  computing  financial  eligibility  and  that  no  special  pro- 
gram was  ever  intended. 

An  examination  of  the  transcript  of  the  1965  Senate  Finance  Com- 
mittee hearings  does  provide  some  glimpse  as  to  what  the  legislative 
intent  might  have  been.     A  primary  concern  voiced  throughout  the  hear- 
ings was  that  the  aged  should  be  protected  from  impoverishment  caused 
by  excessive  medical  expenses.     The  Social  Security  Administration 
stated  at  the  hearing  that  one-third  of  all  applicants  for  Old  Age 
Assistance  came  from  persons  who  had  exhausted  their  resources  meeting 


42  U.S.  Code  1396  b(f) (2) 
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medical  expenses.     Since  spendrdowners  must  use  their  excess  income 
for  medical  expenses  before  becoming  eligible  for  medical  assistance, 
it  is  plausible  that  the  lawmakers  felt  this  group  had  income  to  meet 
their  usual  medical  needs  with  no  assistance.     This  suggests  that  spend- 
down  was  to  protect  those  aged  individuals  who  had  sufficient  income 
and  resources  to  meet  their  everyday  needs  from  large  medical  bills 
which  would  threaten  them  with  financial  indigency.     Other  potential 
beneficiaries  of  spend-down,  that  is,  the  blind,  disabled,  or  members 
of  families  with  dependent  children,  seem  to  have  been  included  to  con*- 
solidate  medical   assistance  to  categorical  recipients  which  had  been 
scattered  under  five  titles  of  the  Social  Security  Act. 

If  one  examines  the  program's  structure  rather  than  its  legal 
base,  several  other  plausible  objectives  for  spend-down  can  be  inferred. 
For  example,  one  can  argue  that  the  medically  needy  program  and  there- 
fore spend-down  was  intended  to  act  as  an  equalizer  of  health  care  be- 
tween those  who  have  sufficient  resources  to  meet  their  usual  expenses 
but  whose  financial  security  is  threatened  by  extraordinary  medical 
costs,  and  those  who  qualify  for  medical  assistance  directly.     In  other 
words,  if  a  person  has  income  in  excess  of  the  income  protection  level, 
he  is  not  penalized  for  this  excess  income  to  the  extent  of  being  total- 
ly excluded  from  Medicaid.     He  is,  however,  penalized  to  the  extent  that 
he  has  to  spend-down  his  entire  excess,  not  just  a  portion  of  it.  In 
economic  jargon,  he  is  subject  to  a  marginal  tax  rate  of  100%. 

Another  interpretation  of  the  spend-down  program  is  that  it  repre- 
sents a  limited  form  of  national  health  insurance  with  an  income-related 
deductible.     Essentially,  any  person  meeting  categorical  eligibility 
requirements  is  covered  against  major  health  care  costs,  subject  to  pay- 
ing a  "deductible";  i.e.,  his  excess  income.     Two  extrapolations  of  this 
line  of  reasoning  are  possible.     One  suggests  that  spend-down  was  primar- 
ily intended  to  be  an  emergency  insurance  program,  providing  financial 
protection  against  catastrophic  health  expenses.     A  second  is  that  spend- 
down  could  serve  as  a  type  of  ongoing  primary  care  health  insurance 
with  an  income-related  deductible. 

As  is  clear  from  the  foregoing  discussion,  spend-down  can  reasonably 
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be  viewed  as  anything  from  a  "disregard^  to  a  form  of  "national  health 
insurance".     Since  objectives  for  the  spend-down  provision  were  not 
prescribed  by  the  law  or  by  Congress,.  States  are  left  to  interpret  in- 
dividually the  purposes  spend-down  must  serve.     In  ef f^J^^gtates ^can 
make  spend-down  into  whatever  kind  of  program  they  want,  as  long  as 
none  of  the  broad  restraints  set  out  by  the  regulations  are  violated. 
In  none  of  the  State  plans  and  regulations  of  the  five  study  States  are 
objectives  of  spend-down  clearly  articulated  either.     Therefore,  assess- 
ing how  well  spend-down  meets  its  goals  is  impossible.     Instead,  to 
achieve  an  assessment  of  the  results  of  spend-down,  current  practices 
and  performance  can  only  be  evaluated  with  respect  to  the  achievement 
of  hypothetical  objectives  of  spend-down.     The  findings  of  the  present 
research  can  be  analyzed  in  terms  of  the  extent  to  which  States  fulfill 
the  three  hypothetical  objectives  implied  above; 

•  Spend-down  is  an  equalizer.  (Spend-down 
graduates  the  line  between  those  automatically 
qualified  for  medical  assistance  and  those  who 
have  sufficient  resources  to  meet  their  usual 
expenses  but  whose  financial  security  is 
threatened  by  large  medical  costs . ) 

•  Spend-down  is  an  emergency  insurance  program. 
(Spend-down  functions  as   catastrophic  insurance 
with  the  spend-down  as  an  income-related  deduct- 
ible for  categorically-related  persons.) 

•  Spend-down  is  an  ongoing  primary  care  type  of 
health  insurance.     (Spend-down  functions  as 
most  private  health  insurance  with  an  income- 
related  deductible  for  categorically-related 
persons. ) 

The  remainder  of  this  section  will  address  each  of  these  hypothetical 
objectives  in  turn,  analyzing  whether  at  the  present  time,  with  the 
present  administrative  mechanisms,  spend-down  achieves  any  of  them. 

This  approach  to  an  evaluation  of  spend-down  performance  using  a 
set  of  hypothetical  standards  is  justified  by  the  fact  that  each  object- 
ive has  been  endorsed  by  some  jurisdiction  in  the  study  sample.     Due  to 
the  lack  of  specificity  of  goals  at  both  Federal  and  State  levels,  and 
due  to  the  variation  in  the  implementation  of  spend -down,  it  is  not 
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surprising  that  spend-down  is  used  for  various  purposes  in  different 
sites. 

Prior  to  commencing  the  assessment  of  spend-down" s  fulfillment  of 
the  hypothetical  objectives,  a  global  issue  must  be  interjected  which 
places  the  rest  of  this  discussion  into  perspective.     The  central  ques*- 
tion  to  ask  is  whether  spend^down  was  intended  to  be  a  "program",  uni- 
formly implemented;  or  was  it  intended  to  be  an  "exceptions  provision", 
a  stop-gap  provision,  which  States  would  use  for  their  individual  needs? 
If  the  latter  is  the  case,  the  lack  of  definition  and  specificity  in 
the  enabling  legislation  and  in  the  regulations  is  intentional.  It 
follows  therefore,  that  the  variation  across  and  within  States  may  be 
appropriate,  expressing  the  loose,  flexible  structure  of  the  spend- 
down  provision.     Using  this  line  of  reasoning,  spend-down  becomes  even 
more  of  an  "exceptions"  measure  rather  than  a  consistent,  institution- 
alized system  for  providing  Medicaid  eligibility. 

However,  assuming  that  spend-down  was  meant  to  be  a  somewhat 
consistently  implemented  program,  it  seems  reasonable  to  evaluate 
its  achievement  against  the  three  hypothetical  objectives  mentioned 
earlier.    With  these  objectives,  the  following  conclusions  will  be 
discussed  in  the  rest  of  this  section. 

•  Spend-down  does  not,  in  actuality,  equalize  the 
receipt  of  health  care  between  "automatic"  re- 
cipients of  Medicaid  and  those  with  some  excess 
income  which  is  not  adequate  for  their  health 
needs . 

•  Spend-down  sometimes  functions  as  an  emergency 
insurance  program. 

•  Spend-down  seldom  functions  as  an  on-going  health 

maintenance  support  program. 


5.3.1     Is  Spend-Down  an  Equalizer? 

One  theory  of  what  spend-down  is  trying  to  do  is  to  remove  the 
sharp  division  between  who  can  potentially  receive  Medicaid  benefits 
and  who  cannot.     This  was  the  objective  most  frequently  articulated  by 
top-level  staff  in  the  Title  XIX  agencies  in  the  five  study  States. 
Spend-down  allows  the  line  between  the  "haves  and  have-nots"  to  be  grad- 
uated.    Ideally,  the  individual  with  several  dollars  of  "excess  income" 
is  not  penalized  and  pushed  into  financial  ruin  while  an  individual 
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with  several  dollars  less  income  never  runs  this  risk.     The  excess  in- 
come is  merely  spent-down  and  the  individual  obtains  Medicaid  coverage. 

However,  both  administrative  findings  and  survey  results  show  that 
spend-down  does  not,  in  actuality,  function  as  an  equalizer  in  the  fi- 
nancing of  health  care.     First,  the  procedures  required  for  a  spend- 
downer  to  become  eligible  are  often  a  barrier.     Accumulating  medical 
expenses  is  a  confusing,  often  poorly  explained  process  that  spend-down 
applicants  must  often  accomplish  on  their  own  initiative.     For  ambula- 
tory (non-acute)  spend-downers ,  the  problem  of  access  often  obstructs 
meeting  the  spend-down  liability,  i.e.,  providers  often  will  not  allow  in- 
curment  of  medical  expenses  from  spend-down  individuals  because  of 
their  poor  "credit  rating"  and  the  lack  of  assured  reimbursement.  Since 
many  local  offices  require  payment  of  the  expenses  used  for  the  spend- 
down  (although  this  violates  Federal  regulations) ,  another  obstruction 
to  meeting  the  spend-down  is  amassing  not  only  the  expenses  but  also 
the  "extra"  cash  to  pay  off  six  months*  worth  of  excess  income,^"  The 
spend-downer  with  acute  needs,  on  the  other  hand,  obtains  immediate 
care  because  hospitals  usually  will  allow  incurment.    According    to  pro- 
viders, acute  care  spend-downers  never  actually  pay  their  liability, 
which  makes  the  difference  between  acute  and  ambulatory  spend-downers 
even  more  inequitable. 

Thus,  spend-down  is  not  an  equalizer  between  "haves  and  have-nots". 
Unless  an  emergency  need  is  present,    spending-down  even  a  small  excess  in- 
come is  a  difficult  procedure.     The  individual  with  excess  income  in 
the  ambulatory  setting  is  clearly  penalized,  and  often  never  attains 
eligibility  for  Medicaid.     These  conclusions  are  borne  out  by  the  data 
results  comparing  the  successful  versus  the  unsuccessful  spend-downers. 
The  unsuccessful  applicants  had  more  income  and  thus  larger  liabilities. 
Furthermore,  the  unsuccessful  spend-downers  had  fewer  past  (already  in- 
curred) health  bills,  while  among  the  successful  spend-downers,  prior 

2 

incurment  of  a  portion  of  the  spend-down  was  a  frequent  occurrance. 


The  reader  is  referred  to  the  Brazil  v.  Minter  case  described  in  Section 
4.3.2  for  an  illustration  of  this  problem. 

> 

Also,  successful  spend-downers  had  large  medical  expenses  in  the  year 
prior  to  application,  which  had  probably  diminished  their  income  and 
assets. 


247 


It  seems,  therefore f  that  for  a  spendwJowner  to  become  eligible  re- 
tires a  small  excess  income  and  large  medical  needs %     The  probability 
of  successfully   spendinq-down  decreases  as  the  size  of  the  spend-down 
amount  increases,  even  when  the  medical  need  stays  the  same. 

The  implications  of  these  observations  are  that  spend-down  _i  s 
only  an  "equalizer"  for  borderline  cases,  i.e.,  individuals  who  are 
virtually ^medically  needy  anyway.     Furthermore,  these  individuals 
usually  must  have  acute  medical  needs  for  them  to  successfully 
achieve  Medicaid  eligibility.     With  these  caveats,  it  is  difficult 
to  conclude  that  spend-down  in  reality  functions  as  an  equalizer. 

Utah  represents  the  only  exception  to  this  conclusion.  Utah's 
system  of  handling  spend-down  by  assignment  of  the  total  excess  income 
amount  to  the  State  circumvents  the  problem  of  access  discussed  above. 
Furthermore,  as  long  as  the  applicant's  declared,  projected  medical 
needs  are  larger  than  the  excess  income,  there  is  no  deterrent  to  be- 
coming a  "successful  spend-downer" .     The  size  of  the  spend-down  does 
not  forestall  attainment  of  eligibility;  nor  does  the  lack  of  current 
large  medical  expenses. 

5.3.2    Is  Spend-Down  an  Emergency  Health  Insurance  Program? 

Perhaps  the  most  conclusive  finding  of  the  Administrative  Analysis 
and  Recipient  Survey  was  that  spend-down  helps  people  with  emergency 
needs.     The  most  expeditious  and  administratively  "easy"  way  of  spend- 
ing-down  is  with  a  past  or  impending  hospitalization.     The  spend -down 
amount  is  incurred  as  a  portion  of  the  hospital  bill  and  Medicaid  picks 
up  the  remainder.     In  this  situation  if  the  hospitalization  costs  are 
greater  than  the  excess  income,  spend-down  does,  in  fact,  provide  emer- 
gency health  insurance  coverage.     However,  it  provides  much  more  as 
well.     Medicaid  will  pick  up  all  other  health  charges  for  that  spend- 
down  individual  for  the  balance  of  the  accounting  period.     Given  the 
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liberal  Medicaid  benefit  package  in  most  States,  Medicaid  is  providing 
very  hroad  coverage  for  usually  relatively  little  money.     (At  six  of 
the  seven  survey  sites,  average  spend-down  amounts  were  less  than  $300.) 
Therefore,  Medicaid  provides  more  expansive  medical  coverage  than  an 
emergency  health  insurance  plan. 

In  summary,  spend-down  does  function  to  an  extent  as  emergency 
health  insurance.     However,  taking  as  given  the  emergency  insurance 
nature  of  spend-down, its  insertion  into  the  mainstream  of  the  Medicaid 
program  denies  efficient  and  consistent  fulfillment  of  its  role.  First, 
the  deductible  (here  the  spend-down  liability)   is  seldom  paid  in  hos- 
pitals.    And  second,  once  the  emergency  is  covered,  there  are  often 
three  months  or  more  of  additional  coverage  for  all  types  of  health 
expenses.     Thus,  if  spend-down  is  intended  to  be  solely  an  emergency 
insurance  program,  it  overreaches  its  aim,  and  therefore  has  sig- 
nificant cost  implications  in  terms  of  the  non-essential  health  bills 
Medicaid  may  pay. 

5.3.3    Is  Spend-Down  an  Ongoing  Health  Insurance  Program? 

Spend-down,  as  usually  administered,  does  not  provide  access  to 
an  expansive  health  maintenance  type  of  insurance  plan  (with  the  major 
exception  of  Utah  and, to  some  extent, North  Carolina) .     Its  inability  to 
extend  care  to  ambulatory  clients  with  primary  care  (chronic  and  occa- 
sional medicaid  needs  has  been  extensively  described  in  the  preceding 
parts  of  this  section  as  well  as  in  Section  3.0.     Administrative  mech- 
anisms are  not  devised  to  bring  ambulatory  or  "in  own  home"  spend-downers 
into  the  Medicaid  system.     A  variety  of  deterrents  and  disincentives 
exist.     Not  the  least  important  of  these  is  the  issue  of  access  to  com- 
munity health  providers  unless  the  medical  need  is  emergent. 

That  is  to  say,  spending-down  is  a  necessary  prerequisite  to  be- 
coming enrolled  in  Medicaid,  and  until  an  applicant  has  spent-down, 
access  to  care  is  limited  by  the  cash  available  to  him  or  the  credit 
providers  are  willing  to  extend.     As  mentioned  earlier,  Utah  provides  an 
exception  to  this  statement  by  enrolling  recipients  on  the  basis  of 
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anticipated  needs,  whether  acute  or  primary,  and  subsequently  requir- 
ing monthly  payments  to  the  State.     As  a  result  enrollment  precedes  the 

completion  of  the  spend-down,  rather  than  follows  it. 

Another  deterrent  to  spend-down  working  as  a  type  of  ongoing 

health  insurance  is  that  the  spend-down  liability  often  represents 
a  substantial  portion  of  available  income  to  the  potentially 
eligible  population.     Survey  findings  indicated  that  the  spend- 
down  liability  was  usually  7-15%  of  annual  income  for  successful 
spend-downers  and  20-25%  for  the  unsuccessful  applicants.  The 
portion  of  income  this  represents  for  both  groups  is  considerably 
beyond  that  required  by  the  general  population  for  health  insurance 

premiums,  deductibles,  and  out-of-pocket  health  expenses. 

In  conclusion,  then,  of  all  objectives  hypothesized  for  spend-down, 

functioning  as  an  emergency  health  insurance  program  seems  to  describe 
most  accurately  what  actually  happens  with  spend-down  today.  Recipient 
data  clearly  supported  this  conclusion  since  spend-downers  character- 
istically had  large  past  and  ongoing  medical  expenses.  Furthermore, 
most  spend-down  liabilities  were  assigned  to  hospitals.     And  finally, 
the  largest  proportion  of  medical  charges  paid  by  Medicaid  on  behalf 
of  spend-down  goes  to  hospitals. 
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5 . 4  Recommendations 

Considerable  effort  has  been  directed  to  describing  who  the  spend- 
down  population  is.     Several  conclusions  seem  inescapable.     The  spend- 
down  provisions  of  Medicaid  are  primarily  serving  a  very  low  income 
group.     The  spend-down  group  has  experienced  greater  health  care  needs 
and  expenses  prior  to  Medicaid  application  than  other  medically  needy 
Medicaid  recipients.     Furthermore,  once  eligible,  spend-downers  con- 
tinue to  show  substantial  need  and  utilization  of  health  care  services. 

Obviously,  spend-down  is  a  critical  provision  in  Medicaid  eligi- 
bility, since  it  effectively  extends  Medicaid  benefits  to  a  group  in 
need  of  health  care  coverage.     Without  question,  it  is  a  significant 
dimension  to  Medicaid  eligibility  and  policy. 

However,  indications  are  that  spend-down,  as  currently  implemented, is 
not  coming  close  to  enrolling  the  potentially  eligible  population.     It  is 
also  obvious  that  the  administration  of  spend-down  is  difficult.  Spend- 
down  complicates  Medicaid  operations;  consequently,  States  are  forced  into 
violating  some  of  the  spend-down  regulations  in  order  to  achieve  manage- 
ment control.     As  a  result,  spend-down  implementation  varies  considerably, 
and  the  program  operates  in  several  different  ways  among  States. 

Accordingly,  there  are  some  serious  gaps  and  inconsistencies  that 
need  to  be  addressed  regarding  the  spend-down  provisions.  Recommenda- 
tions regarding  these  gaps  and  inconsistencies  are  described  below. 

(1)  A  clear  statement  of  the  Federal  intent  for 
the  spend-down  program  is  the  critical  first 
step  towards  improving  spend-down  administra- 
tion ♦ 

The  USR&E  interview  teams  found  with  unvarying  regularity  that  ad- 
ministrators in  the  various  study  States  had  no  clear  idea  of  why  they 
were  running  spend-down  programs.     The  most  common  response  was  that 
the  program  existed  because  it  was  required  by  law,  or  that  it  was  prob- 
ably helping  some  people  with  their  medical  needs.     However,  since  the 
administrators  themselves  were  not  clear  as  to  whether  they  were  simply 
extending  the  existing  medically  needy  program,  trying  to  prevent  finan- 
cial indigence  as  a  result  of  large  medical  expenses,  or  attempting  to 
run  an  ongoing  insurance  program,  the  administrative  procedures  were  not 
particularly  efficient  in  fulfilling  any  of  these  goals.  Obviously, 
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depending  on  which  objective  spend-down  is  intended  to  fulfill,  admin- 
istrative policies  and  procedures  should  vary.     For  example,  if  spend- 
down  is  meant  only  to  be  an  emergency  health  insurance  program,  it  con- 
siderably overreaches  with  its  benefit  coverage  as  discussed  in  the 
previous  section. 

It  may  well  be  that  there  is  no  Federal  stance  on  Medicaid  and  that 
the  program  is  intentionally  designed  to  permit  States  to  do  whatever 
they  wish  to  do;  but  even  if  that  is  the  case,  a  clear  statement  of  this 
is  required.     As  discussed  in  Section  5.3,  several  objectives  are  possi- 
ble.    Whatever  objectives  are  set  forth,  it  is  essential  that  the  States 
be  clear  on  how  they  see  the  spend-down  program  so  thay  can  establish 
specific  policies  and  procedures  for  the  efficient  operation.     This  will 
assure  that  local  offices  within  the  State  are  at  least  following  con- 
sistent procedures,  and  that  these  procedures  are  efficient  in  terms  of 
meeting  their  intended  goals. 

If  the  Federal  government  does  indeed  have  some  specific  stance  on 
spend-down,  the  States  should  be  required  to  show  how  their  implementa- 
tion of  spend-down  helps  to  achieve  the  Federal  goals.     This  hopefully 
would  eliminate  any  unintentional  variations  that  exist  between  States 
in  administering  the  spend-down  program. 

( 2 )  Existing  regulations  on  spend-down  need  to  be 
refined  and  modified  to  insure  that  they  are 
implementable .     These  include  the  relevant 
sections  on: 

•  Prioritization  of  the  spend-down  liability; 

•  the  incurment  principle; 

©  the  relationship  of  third-party  insurance 
to  the  spend-down  liability;  and 

•  the  accounting  period,  and  "in  hand"  concept. 

As  it  currently  stands,  there  are  a  number  of  spend-down  related 
regulations  which  are  not  complied  with  in  any  of  the  study  States  be- 
cause they  are  administratively  infeasible  or  because  State  officials 
do  not  understand  them  clearly. 

For  example,  the  regulation  on  prioritizing  medical  expenses  for 
purposes  of  spend-down  computations  requires  that  health  insurance  pre- 
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miums  are  considered  first,  non-Medicaid-covered  expenses  considered 
second,  and  Medicaid-covered  expenses  considered  last.     Given  the  na- 
ture in  which  spend-down  expenses  are  incurred  (i.e. ,  chronologically, 
or  assigned  arbitrarily) ,  it  is  simply  administratively  impossible  to 
comply  with  this  requirement,  and  none  of  the  study  States  did  so.  One 
possible  approach  would  be  to  only  allow  non-Medicaid-covered  expenses 
as  income  disregards  in  computing  eligibility  and  only  to  credit  Medic- 
aid-covered  expenses  against  the  spend-down.     However,  this  would  re- 
quire a  change  in  regulations.     In  any  event  the  regulations  on  prior- 
itization of  the  liability  may  as  well  be  eliminated  because  they  are 
just  not  feasible  to  implement. 

Obviously,  State  Medicaid  programs  need  a  clearer  statement  on  the 
principle  of  incurment.     States  are  often  ignoring  incurment  under  their 
current  procedures  and  requiring  applicants  to  present  paid  bills  to 
meet  their  liabilities.     A  clear  definition  of  incurment  should  be  part 
of  the  regulations,  and  State  procedures  should  be  monitored  to  insure 
that  compliance  occurs.     However,  it  should  be  clear  that  the  incurment 
principle  without  any  follow-up  provisions  (i.e.,  no  assurances  that  the 
spend-down  is  ever  paid)  has  many  ramifications.     Spend-downers  may  not 
be  sharing  at  all  in  the  cost  of  their  health  care,  and  providers  may 
be  forced  to  raise  service  charges  to  balance  losses  resulting  from  un- 
collected spend-down  liabilities. 

Another  Federal  regulation  which  States  do  not  seem  to  clearly 
understand  relates  to  the  accounting  of  third-party  liabilities.  The 
regulations,  as  they  exist  currently,  stipulate  that  expenses  reim- 
bursed by  third  parties  cannot  be  counted  as  part  of  the  spend-down  lia- 
bility.    However,  the  regulations  are  not  sufficiently  clear  on  this 
issue,  and  none  of  the  study  States  appear  to  comply  with  this  require- 
ment.    This  was  due  to  the  fact  that  third-party  reimbursements  fre- 
quently lagged  the  spend-down  episode  by  a  substantial  time,  and  it  is 
administratively  impossible  to  readjust  the  spend-down  liability  in  the 
various  payments  made  by  the  spend-downer  and  the  State  Medicaid  agency 
long  after  the  medical  episode  has  occurred.     One  solution  may  be  to 
require  States  to  have  specific  procedures  for  capturing  third-party 
information  and  for  tracking  the  spend -down  applicant  with  potential 
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third-party  coverage.     This  would  require  a  change  in  the  regulations 
with  regard  to  Federal  financial  participation. 

Other  regulations  relevant  to  spend-down  which  need  clarification 
relate  to  the  definition  of  "in-hand"  income  and  the  establishment  of 
accounting  periods  for  eligibility  determination,  as  discussed  in  Sec- 
tion 3.3.5.     States  need  a  clear  interpretation  of  "in-hand"  as  it  re- 
lates to  retroactive  spend-down  cases. 

It  should  be  noted  that  numerous  statements  of  policy  interpreta- 
tion and  guidance  regarding  spend-down  regulations  have  come  out  of 
the  Medical  Services  Administration  over  the  years.     However,  these  are 
not  easily  located  nor  summarized  anywhere.     Study  findings  indicate 
either  a  deliberate  violation  of  some  of  these  interpretations  by  States 
or  a  genuine  misunderstanding  or  lack  of  information  regarding  Federal 
intent.     In  any  event,  a  more  organized  and  accessible  approach  is  needed 
for  the  distribution  of  regulatory  interpretations  with  regard  to  spend- 
down. 

(3)  The  administrative  efficiency  of  spend-down  could 
be  substantially  improved  through  the  creation  of 
procedures  expressly  designed  to  handle  spend-downers 
as  opposed  to  other  Medicaid  recipients. 

One  of  the  distressing  aspects  of  spend-down  administration  is  not 
only  that  the  spend-down  process  is  complicated,  but  that  its  fall-out 
seriously  affects  the  efficiency  of  the  rest  of  the  Medicaid  program. 
As  has  been  described  in  Sections  3.3  and  6.2,  spend-down  differs  from 
other  Medicaid  administrative  procedures  in  two  areas :  eligibility 
determination  and  provider  reimbursement.     The  use  of  a  single  adminis- 
trative structure  for  accomodating  both  the  spend-down  program  and  the 
rest  of  the  Medicaid  program  results  in  substantial  inefficiencies  and 
diseconomies.     Since  spend-down  in  most  of  the  States  constitutes  a 
relatively  small  part  of  the  overall  Medicaid  program,  a  distinct  ad- 
ministrative structure  for  spend-down  alone  could  be  set  up  at  relative- 
ly little  cost.     The  resultant  improvement  in  the  spend-down  program 
as  well  as  the  rest  of  the  Medicaid  program  would  be  substantial. 

The  procedures  followed  in  Utah,  although  ruled  out  of  compliance 
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with  Federal  regulations,  are  a  good  example  of  such  a  distinct  admin- 
istrative procedure.     Many  of  the  contingency  procedures  and  special 
checks  required  for  spend-downers  in  other  States  are  eliminated  in 
Utah.     After  a  case  has  been  identified  and  enrolled  as  a  spend-down 
case,  it  goes  into  the  Medicaid  program  very  much  along  the  lines  of 
other  Medicaid  applicants.     Any  spend-down  applicant  whose  anticipated 
medical  needs  are  in  excess  of  his  surplus  income  is  enrolled  into  the 
Medicaid  program  immediately.     He  receives  a  Medicaid  card  and  is  free 
to  use  it  just  as  any  other  Medicaid  recipient.     Providers  who  render 
medical  serv  ices  to  this  individual  are  reimbursed  in  the  same  fashion 
as  for  services  rendered  to  regular  Medicaid  recipients.     The  only  dis- 
tinction between  the  spend -downer  and  other  Medicaid  recipients  is  that 
the  spend-downer  is  required  to  sign  a  promissory  note  to  the  State  and 
must  make  monthly  payments  of  his  excess  income  to  the  State.  This 
entire  collection  process  is  handled  by  a  bureau  outside  the  Medicaid 
agency.     Since  all  financial  transactions  are  centralized  at  the  State 
level,  any  adjustments  which  must  be  made  after  the  fact  as  a  result 
of  third-party  reimbursement  of  changes  in  anticipated  health  needs  can 
be  easily  effected.     The  important  point  is  that  after  special  procedures 
for  initial  handling  of  the  spend-down  case,  Utah's  approach  allows 
spend-downers  to  be  handled  efficiently  within  the  regular  Medicaid 
claims  processing  system. 

However,  Utah's  system  has  not  been  tested  in  any  large  State,  so 
that  the  implementation  difficulties  it  might  represent  have  not  been 
fully  explored.     It  also  has  some  problems.    Attention  would  have  to 
be  directed  to  procedures  to  be  followed  if  spend-downers  failed  to 
pay  their  liabilities,  to  methods  whereby  non-covered  Medicaid  items 
could  be  included  as  part  of  the  liability,  and  to  a  mechanism  for  in- 
suring that  Federal  Medicaid  matching  dollars  were  not  utilized  for 
covering  the  expenses  which  make  up  the  spend-down  liabilities.  Never- 
theless, Utah  more  than  other  study  States  seems  to  have  efficiently 
integrated  spend-down  into  its  ongoing  Medicaid  operations,  and 
eliminated  the  problem  of  erroneous  expenditures. 
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Use  of  the  Utah  approach  would  require  revision  of  Medicaid  regu- 
lations so  that  incurment  and  payment  of  the  spend-down  liability  could  be 
paid  to  the  State  agency. 

(4)  Spend-down  as  a  means  of  Medicaid  eligibility 
needs  to  be  restructured  so  that  it  is  equally 
available  to  applicants  with  both  acute  and 
primary  (chronic)  health  care  needs. 

As  demonstrated  in  the  findings  of  both  the  administrative  and  re- 
cipient analyses,  spend-down  works  best  now  for  applicants  with  emer- 
gency health  problems.     These  applicants  are  able  to  quickly  incur  their 
spend-down  liability  and,  in  addition,  hospitals  are  willing  to  give 
them  credit,  i.e.,  they  do  not  have  to  pay  in  order  to  meet  their  spend- 
down. 

Significantly,  people  with  chronic  or  primary  health  care  problems 
may  be  just  as  "needy"  as  those  using  emergency  health  care  services. 
However,  spend-down  is  much  more  difficult  for  them  for  several  reasons. 
They  are  often  unable  to  incur  health  care  services  since  physicians  and 
druggists  are  much  less  willing  to  extend  credit  or  allow  Medicaid  ap- 
plicants to  incur  medical  expenses.     Furthermore,  as  the  survey  showed, 
most  spend-down  applicants  are  on  fixed  incomes   (especially  OASDI)  and 
are  not  able  to  pay  six  months*  worth  of  excess  income  for  medical  ex- 
penses in  order  to  successfully  spend-down. 

Inability  to  incur  then  becomes  a  major  deterrent  to  the  otherwise 
eligible  spend-down  applicant  with  primary  or  chronic  health  care  needs. 
It  should  be  mentioned  that  this  problem  is  particularly  severe  for  the 
aged  or  disabled  person  on  a  fixed  income  who  has  long-term  health  care 
needs. 

To  remedy  this  discrimination,  access  to  all  medical  care  providers 
and  thus  the  ability  to  incur  medical  expenses  should  be  made  equivalent 
for  both  types  of  spend-down  applicants.     It  seems  unreasonable  to  make 
eligibility  more  difficult  or  perhaps  even  impossible  for  potential  spend- 
downers  with  chronic  health  care  needs. 

Several  alternative  remedies  seem  possible.     As  discussed  in  Recom- 
mendation #3  above,  Utah's  approach  to  spend -down  implementation  obviates 
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this  problem.     Access  is  not  an  issue  for  the  spend-downer  there  be- 
cause once  he  obligates  himself  for  the  spend-down  liability,  the  spend- 
downer  can  obtain  any  covered  services  from  any  type  of  approved  pro- 
vider.    The  spend-downer  immediately  receives  a  medical  assistance  card 
which  is  honored  by  all  types  of  providers  since  they  know  the  State 
will  guarantee  payment.     However,  to  use  the  Utah  model,  regulations 
and  perhaps  even  the  law  would  have  to  be  changed  to  permit  the  State 
agency  to  collect  the  liability. 

Another  possible  remedy  requiring  no  regulation  change  would  be 
to  develop  a  special  type  of  Medicaid  card  for  the  spend-down  applicant 
which  could  be  shown  to  providers  during  the  spending -down  period.  This 
card  could  verify  to  the  provider  that  the  spend-down  applicant  is  eli- 
gible in  all  respects  for  Medicaid  except  for  incurring  his  liability. 
In  support  of  this,  efforts  could  be  made  to  better  inform  the  provider 
community  about  spend-down  provisions.     If  a  provider  understood  how 
spend-down  works  and  could  know  how  much  the  "excess"  was  for  a  partic- 
ular patient,  perhaps  he  could  better  judge  the  likelihood  of  that  per- 
son becoming  eligible  for  Medicaid  and  thus  better  judge  whether  or  not 
credit  should  be  extended. 

A  third  alternative  is  the  use  of  variable  accounting  periods  for 
spend-down  applicants,  depending  on  their  situation.     This  approach  is 
clearly  allowable  within  current  regulations.     Applicants  with  chronic 
health  care  needs  could  be  allowed  to  use  shorter  eligibility  periods 
and  thus  have  smaller  but  more  frequent  spend-downs.     Perhaps  this 
would  enable  them  to  be  able  to  actually  expend  their  excess  income  and 
therefore  spend-down,  thus  obviating  the  need  for  incurment.     With  this 
approach,  access  would  be  less  of  a  problem,  but  more  administrative 
processing  would  no  doubt  result  since  redeterminations  would  occur 
more  frequently. 

Although  North  Carolina's  spend-down  program  seems  to  operate  more 
consistently  and  efficiently  than  the  program  as  seen  in  other  study 
States,  it  is  not  clear  that  North  Carolina's  approach  solves  the  prob- 
lem of  access  for  spend-down  applicants  with  chronic  health  care  needs. 
Spend-downers  in  North  Carolina  must  still  find  a  provider (s)  who  is 
willing  to  allow  them  to  incur  their  spend-down  liabilities,  if  they 
are  not  able  to  pay  for  the  needed  health  expenses. 
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(5)  Incentives  need  to  be  developed  for  spend- 
downers  with  regard  to  increasing  their  in- 
comes and/or  maintaining  private  insurance 
coverage . 

As  spend-down  is  currently  constructed,  the  marginal  tax  rate  for 
any  increased  income  is  100%.^    Every  additional  dollar  of  income  must 
be  applied  to  the  spend-down.     We  cannot  propose  any  remedy  for  this 
particular  income-related  problem.     It  is  a  dilemma  faced  by  many  pub- 
lic welfare  programs  and  to  our  knowledge,  no  one  has  come  up  with  a 
very  successful  solution.     Nevertheless,  the  problem  should  be  mentioned. 

With  regard  to  third  party  insurance,  there  also  exists  an  incen- 
tive problem.     If  we  have  interpreted  the  regulations  correctly,  there 
is  no  advantage  or  reward  within  spend-down  for  the  person  who  has  had 
the  foresight  and  made  the  financial  commitment  to  purchase  private 
health  insurance.     In  spite  of  "planning"  for  a  health  care  financial 
dilemma,  the  spend-downer  with  other  health  insurance  coverage  must 
exhaust  his  resources  and  reduce  his  income  to  the  same  eligibility 
levels  required  of  those  persons  who  did  not  (or  could  not)  exercise 
similar  responsible  behavior.     Also,  as  mentioned  earlier,  in  many  States 
the  levels  to  which  one  must  spend -down  truly  mean  financial  indigence. 

(6)  Steps  should  be  taken  to  improve  public 
knowledge  and  information  of  the  spend- 
down  provision. 

The  estimate  that  only  about  5%  of  the  potentially  eligible  spend- 
down  population  in  Massachusetts  is  actually  enrolled  underscores  the 
limitations  of  general  knowledge  regarding  spend-down.  Furthermore, 
even  applicants  who  try  to  spend  down  are  thwarted  in  attaining  Medic- 
aid eligibility  due  to  not  understanding  what  is  required  of  them  in 
meeting  the  spend-down.     This  was  graphically  shown  by  the  survey  re- 
sults in  which  lack  of  understanding  was  one  of  the  major  reasons  for 
not  being  able  to  successfully  spend  down. 

Both  States  and  the  Federal  government  need  to  produce  simple , 
easy-to-understand  materials  regarding  the  eligibility  provisions  of 
Medicaid.     Spend-down  particularly  seems  to  be  an  area  not  generally 

^"This  was  made  especially  vivid  in  North  Carolina  when  spend-downers  with 
OASDI  income  had  to  spend-down  twice  during  one  accounting  period  because 
of  a  $4  Social  Security  increase. 
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familiar  to  the  public  and,  even  for  those  aware  of  it,  the  procedures 
are  confusing  and  difficult  to  understand.     Although  considerable  dis- 
cussion goes  on  about  national  health  insurance,  few  people  seem  to 
realize  that  spend-down  in  many  respects  already  opens  up  Medicaid 
eligibility  to  persons  of  all  incomes  with  extraordinary  health  expen- 
ses. 

Two  types  of  public  information  are  needed.     First  of  all,  easy 
to  read,  written  materials  on  Medicaid  eligibility  such  as  the  "Medic- 
aid/Medicare ,  Which  is  Which?"  booklet  need  to  be  produced  and  distrib- 
uted to  service  agencies,  Social  Security  offices,  welfare  departments, 
and  all  types  of  health  care  providers.     These  would  need  to  be  tailored 
somewhat  by  State,  but  basic  eligibility  requirements  (including  the 
spend-down  provisions),  if  correctly  implemented,  are  very  similar  across 
jurisdictions . 

Secondly,  more  in-depth  information  on  Medicaid  eligibility  pro- 
cedures and  especially  spend-down  should  be  produced  for  policy-makers 
and  professionals  in  the  health  care  and  social  welfare  fields.  It  is 
incredible  that  so  little  awareness  of  current  provisions  exists,  even 
though  considerable  attention  in  the  public  arena  is  focused  on  health 
care  problems. 

(7)  The  medically  needy  protected  income  levels 

should  never  be  lower  than  the  payment  standard 
for  a  given  case  size  used  by  a  State. 

As  discussed  several  times  throughout  this  report,  current  regula- 
tions tie  the  medically  needy  protected  income  levels  at  a  minimum  to 
a  State's  payment  standard  (or  even  the  AFDC  payment  level  at  times). 
However,  the  protected  income  level  can  be  the  same  as  the  payment  stan- 
dard and  in  some  instances  for  adult  categories  it  can  even  be  less  than 
the  payment  standard.    A  "negative  band"  occurs  when  a  State  uses  for  the 
medically  needy  level  its  January,  1972  standards  for  adult  recipients  (as 
allowed  under  the  209(b)  option  for  the  SSI  program),  or  when  the  adult 
payment  standard  is  higher  than  133  1/3%  of  the  AFDC  payment  level. 

Requiring  spend-down  applicants  to  expend  "excess"  income  to  below 
the  cash  assistance  level  for  a  particular  category  seems  completely 
contradictory  to  the  intent  of  the  spend-down  provision.     Ideally,  there 
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should  in  fact  be  a  positive  medically  needy  band;  at  the  very  least, 

negative  bands  should  be  prohibited. 

(8)  The  spend-down  provision  as  a  means  of 
Medicaid  eligibility  should  be  extended 
to  States  which  do  not  have  a  medically 
needy  program. 

According  to  present  Medicaid  regulations  f  spend-down  is  not  poss*- 
ible  for  AFDC-related  cases  and  some  aged,  disabled  and  blind  cases 
unless  a  State  has  a  medically  needy  program.     As  a  consequence,  when 
States  consider  opening  up  Medicaid  eligibility  beyond  the  categoric^ 
ally  needy,  they  in  effect  "open  the  door"  in  two  ways.     Not  only  do 
persons  become  eligible  whose  income  fall  within  the  medically  needy 
band,  but  spend-down  allows  persons  of  any  income  level  to  become  eli- 
gible as  long  as  medical  need  exists  and  other  categorical  requirements 
are  met. 

Some  States  are  now  considering  eliminating  their  medically  needy 
program  because  of  financial  constraints,  while  other  States  are  con- 
sidering instituting  the  medically  needy  program  because  of  the  inherent 
unfairness  of  an  arbitrary  and  irrevocable  income  cut-off  line  for 
Medicaid  eligibility  (which  happens  when  only  the  categorically  needy 
are  included) .     Why  not  make  spend-down  in  itself  a  third  option? 

If  States  do  not  want  to  set  up  a  medically  needy  band,  i.e.,  to 
differentiate  between  cash  need  and  medical  need  income  levels  for  the 
various  eligibility  categories,  it  seems  reasonable  that  an  incremental 
approach  to  extending  Medicaid  eligibility  is  spend-down.  Medicaid 
applicants  could  be  allowed  to  spend -down  to  whatever  payment  standard 
exists  for  a  particular  category.     With  this  approach,  the  protected 
income  level  could  vary  by  category  thus  avoiding  the  problem  of  large 
medically  needy  bands  for  some  categories.     As  a  result,  the  medically 
needy  population  would  consist  entirely  of  spend-downers .     In  effect, 
a  second  type  of  medically  needy  program  without  a  uniform  (across 
categories)  protected  income  level  would  have  been  created.     Only  one 
level  relative  to  Medicaid  eligibility  would  exist  for  each  category. 

This  approach  would  allow  some  States  to  expand  and  others  to  re- 
tract their  Medicaid  eligibility  provisions  in  a  more  equitable  way. 
That  is,  any  person,  regardless  of  income  level,  who  is  eligible  in  all 
other  respects,  could  become  eligible  for  Medicaid  if  he  were  willing 
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to  obligate  his  "excess15  income  (above  the  cash  standard  level)  toward 
the  costs  of  needed  medical  care.    As  a  result,  the  low  income  person 
just  above  the  welfare  level  who  is  categorically-related  would  not 
find  himself  without  any  recourse  to  becoming  eligible  for  Medicaid, 
In  a  way,  this  is  perhaps  the  most  equitable  approach  to  Medicaid  eli- 
gibility given  that  Medicaid  is  now  so  closely  tied  to  the  cash  assis- 
tance programs. 
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DESCRIPTION  OF  ADMINISTRATIVE  ANALYSIS  PROCEDURES 

1 . 0  Introduction 

A  major  element  of  the  analysis  of  State  Medicaid  Spend-down 
programs  was  an  intensive  study  of  the  policies  and  administrative 
mechanisms  developed  in  each  State  for  implementing  the  spend-down 
procedure.     This  study  was  conducted  by  interviewing  a  wide  variety 
of  individuals  in  the  State  Title  XIX  agencies  at  both  State  and  local 
offices.     The  purpose  of  this  interviewing  was  to  piece  together  all 
the  disparate  activities  involved  with  spend-down  and  to  produce  a 
descriptive  analysis  of  how  each  State  administers  the  program. 
This  procedure  was  called  the  "Administrative  Analysis".     The  results 
of  the  Administrative  Analysis  were  detailed  case  studies  for  each 
participating  State"*"  describing  the  spend-down  program's  policies  and 
procedures.     This  discussion  presents  how  USR&E  conducted  the  Admin- 
istrative Analysis  in  the  five  study  States. 

The  Administrative  Analysis  of  Medicaid  and  Spend-down  programs 
was  conducted  sequentially  in  five  States  in  the  following  order: 
Massachusetts,  North  Carolina,  Maryland,  Utah,  and  Michigan.  Massa- 
chusetts was  chosen  to  be  first  since  it  was  local  to  USR&E  headquar- 
ters and  thus  could  effectively  serve  as  a  testing  ground  for  Admin- 
istrative Analysis  procedures,  for  the  actual  interview  guides,  and 
interview  techniques.     The  States  which  were  also  sites  for  the  Re- 
cipient Survey  were  studied  first.     Each  State  was  visited  by  two 
senior  USR&E  staff  members  for  an  average  of  one  and  one-half  weeks. 
Actual  procedures  for  conducting  the  Administrative  Analysis  were 
replicated  in  each  State. 


Found  in  Volumes  II  through  VI  of  this  report. 


2.0    Preparation  for  Administrative  Analysis  State  Visits 


Study  States  were  chosen  by  a  two-level  screening  procedure. 
First,  USR&E  identified  the  approximately  thirty  States  that  had  medi- 
cally needy  programs.     From  among  these,  USR&E  chose  a  dozen  possible 
States.     The  criteria  for  this  selection  were   (1)  the  size  of  the 
program,    (2)  its  comprehensiveness  in  terms  of  the  benefits  provided, 
and  (3)  the  existence  of  a  computerized  information  and  invoice  pro- 
cessing system.     State  programs  that  had  all  of  these  characteristics 
were  then  stratified  along  a  variety  of  variables:     (1)  characteris- 
tics of  State,  e.g.,  rural/urban,  and  (2)  type  of  Title  XIX  adminis- 
trative structures — State  vs.  county  administered/supervised.  The 
list  of  twelve  proposed  study  States  chosen  by  USR&E  selection  cri- 
teria was  submitted  to  SRS,  which-made  the  final  decisions  regarding 
the  five  future  participating  States. 

Approximately  two  months  prior  to  the  onset  of  the  Administrative 
Analysis  field  work,  the  Project  Director  and  Deputy  Director  made 
initial  visits  to  State  Title  XIX  departments  to  finalize  commitments 
to  undertake  the  study  in  each  State.     These  visits  established  liai- 
sons, or  primary  contacts,  within  each  State  department  who  would  act 
as  sponsors  of  the  USR&E  visit  and  would  provide  access  to  potential 

respondents  for  interviews.     At  the  time  of  these  visits,  general  in- 
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formation  on  the  Medicaid  program    was  obtained  as  well  as  background 
data  on  socio-demographic  characteristics  of  the  State  and  its  welfare 
population. 

Scheduling  of  State  visits  was  done  a  month  in  advance.     To  con- 
firm these  visits,  a  letter  was  sent  to  the  primary  contact,  or  sponsor, 
in  the  State  office.     Enclosed  was  a  statement  of  objectives  of  the 


Such  information  included  eligibility  levels,  benefits  offered, 
general  organizational  structure,  etc.     This  preliminary  information 
was  to  establish  a  general  context  to  prepare  interviewers  for  field 
work  in  that  State.     If  the  State  had  been  visited  in  the  first  USR&E 
spend-down  study,  then  the  State  case  study  was  also  used  for  preparing 
for  the  site  visit. 
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study  and  a  list  of  topics  that  were  to  be  covered  during  the  course 
of  the  site  visit.     The  latter  was  to  assist  the  sponsor  in  preparing 
his  staff  and  colleagues  in  the  different  divisions  of  the  Title  XIX 
agency  for  the  USR&E  visit. 

3.0    State  Visit  Procedures 

Upon  arrival  in  the  State,  a  meeting  was  set  up  by  the  sponsor 
to  introduce  the  USR&E  field  team  to  the  principal  informants.  USR&E 
staff  members  were  asked  to  articulate  the  objectives  of  the  study 
and  to  describe  the  procedures  they  would  follow  in  the  visit.  Ap- 
pointments were  arranged  with  all  assembled.     In  the  course  of  the 
week-and-a-half  long  visit,  the  list  of  informants  tripled  from  this 
initial  group.     But  those  collected  at  the  initial  meeting  represented 
the  core  of  informants  and  often  were  the  senior  staff  members  of  the 
divisions  which  were  studied  by  USR&E  staff. 

Visits  to  county  offices  were  of  great  importance  to  the  Admin- 
istrative Analysis.     In  States  where  the  spend-down  program  was  county- 
administered,  these  visits  provided  the  opportunity  to  examine  the 
extent  of  autonomy  in  the  localities  and  observe  coordination  in  poli- 
cies and  procedures  between  State  and  local  offices.     In  States  where 
the  Title  XIX  program  was  State  administered,  these  visits  allowed 
USR&E  staff  to  observe  how  policies  and  procedures  formulated  at  the 
central  office  were  operationalized  in  the  localities.     Choice  of  the 
localities  to  be  visited  by  the  USR&E  field  team  was  determined  at 
the  initial  meeting  at  the  State  office  described  above,  and  . the 
scheduling  of  these  visits  to  local  offices  was  delegated  to  a  State 
agency  staff  member. 

All  interviewing  for  the  Administrative  Analysis  was  unstructured 
and  informal.     Rather  than  using  a  questionnaire,  the  interviewers 
followed  a  series  of  topical  Interview  Guides*  which  served  as 

These  were  submitted  to  DHEW  under  separate  cover  in  October 
1974  as  a  part  of  an  Administrative  Methodology  Report. 
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conversation  guides.     Interviewers  took  written  notes  rather  than 
tape  recording  informants'  responses.     The  Interview  Guides  were 
organized  by  issues  or  program  function  rather  than  by  respondent. 
For  example,  there  were  separate  guides  for  eligibility  determina- 
tion, invoice  processing,  quality  control,  etc.     More  than  one  re- 
spondent could  possibly  be  interviewed  to  complete  any  given  Guide. 
Included  in  the  Guide  were  comprehensive  lists  of  topics  to  cover 
and  issues  to  raise  with  informants.     Thus,  despite  their  unstructured 
format,  the  Guides  insured  that  all  important  information  was  gathered 
and  a  certain  level  of  detail  was  attained.     Informants'  participation 
in  the  study  was  voluntary. 

3.1    State  Office  Interviews 

Interviewing  at  the  State  Title  XIX  Agency  Office  involved  a 
variety  of  respondents  at  many  levels  of  the  organizational  structure. 
Very  broadly,  there  were  three  areas  that  were  covered  in  the  course 
of  the  interviewing:     Policy  Determination,  Policy  Dissemination,  and 
Policy  Implementation.     Each  of  these  three  areas  will  be  discussed 
briefly  below,  identifying  topics  covered  and  usual  informants. 

Interviews  regarding  "Policy  Determination"  were  undertaken  with 
senior  state  staff  who  could  discuss  how  and  why  certain  decisions 
regarding  the  spend-down  and  Medicaid  programs  had  been  made.  Spe- 
cifically, the  issues  raised  in  the  Policy  Determination  area  involved 
the  administrative  structure  created  for  implementing  the  programs, 
the  benefits  and  eligibility  criteria  of  the  programs,  and  certain 
operational  aspects  such  as  eligibility  and  accounting  periods.  The 
thrust  of  all  of  this  questioning  was  to  describe  the  decision-making 
that  had  been  involved  in  structuring  the  program,  to  elicit  staff's 
views  on  the  function  and  role  of  the  Medicaid  and  spend-down  programs, 
and  to  identify  contemplated  policy  changes.     Informants  for  this 
group  of  interviews  were  usually  the  sponsor  at  each  site,  senior  ad- 
ministrative personnel  for  Medicaid,  and  the  head  of  the  ADP  or  sys- 
tems division. 
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The  second  major  concern  of  the  interviewing  was  Policy  Dissem- 
ination.    Topics  covered  included  manuals,  training  and  supervision 
of  eligibility  staff,  provider  information,  training,  monitoring, 
and  public  information.     Discussions  on  these  topics  centered  around 
description  of  current  activities.     Informants  generally  included: 
medical  assistance  and  public  assistance  manual  writers,  an  eligi- 
bility specialist   (staff  person  who  answers  to  procedural  questions, 
sometimes  same  as  manual  writer) ,  the  head  of  the  field  supervision 
unit,  the  head  of  the  provider  liaison  unit,  and,  when  available, 
the  individual  responsible  for  answering  public  or  special  interest 
group  queries  and  for  implementing  community  information  initiatives. 
Often  the  latter  was  part  of  the  ADP  division  since  most  State  offi- 
ces' s  sole  contact  with  recipients  is  in  mailing  eligibility  cards. 

The  third  and  largest  area  of  concern  for  the  interviewing  was 
Policy  Implementation  which  covered  the  eligibility  process,  recipi- 
ent processing,  and  the  reimbursement  cycle.     The  purpose  of  this 
interviewing  was  to  define  in  detail  the  exact  procedures  used  in 
performing  all  of  these  functions.     Informants  were  questioned  exten- 
sively, and  of  all  interviews  during  the  visits,  these  were  most 
lengthy  and  detailed. 

Manual  writers  or  eligibility  specialists  were  prime  respondents 
for  all  questions  on  the  eligibility  process.     The  following  topics 
were  covered:     intake,  income  and  spend-down  determination  and  veri- 
fication, enrollment,  classification,  redetermination,  and  termination. 
During  the  course  of  these  interviews  detailed  explanations  were  ob- 
tained on  how  the  spend-down  amount  was  computed,  to  what  services  it 
was  assigned,  how  it  was  fulfilled,  as  well  as  any  other  procedures 
specific  to  handling  spend-down.     Existing  quality  control  mechanisms 
and  procedures  for  applicant/recipient  appeals  were  also  researched, 
since  they  represented  potential  controls  on  the  implementation  of 
these  eligibility  procedures.     Spokespersons  from  quality  control  and 
the  appeals  unit  were  informants  for  these  questions. 


In  the  area  of  "Recipient  Processing"  two  major  topics  were 
covered:     card  issuance  and  the  information  system  on  recipients. 
Informants  for  these  questions  were  members  of  the  ADP  staff.  Pre- 
cise information  on  what  data  was  kept,  how  it  was  used,  how  it 
could  be  accessed  was  obtained  in  these  interviews. 

The  third  area  of  inquiry  in  the  "Policy  Implementation"  inter- 
views was  the  reimbursement  cycle.     This  included  not  only  the  mechan- 
ics of  invoice  processing,  but  also  providers*  roles  in  the  cycle. 
More  specifically,  topics  covered  involved  provider  responsibility 
for  checking  eligibility  and  handling  the  spend-down  liability,  the 
setting  of  the  fee  schedule,  the  invoice  processing  and  payments 
mechanism  and  schedule,  the  role  of  the  fiscal  intermediary,  and  the 
handling  of  third  party  liabilities.     Informants  for  this  group  of 
interviews  included  ADP  personnel,  a  spokesperson  for  the  provider  liai- 
son unit,  a  third  party  recovery  unit  representative,  and  budget  and 
fiscal  monitoring  personnel . 

State  office  visits  were  completed  with  exit  interviews  with  the 
prime  contact.     Questions  of  policy  and  decision-making  that  had  re- 
vealed themselves  in  the  course  of  the  State  office  interviews  were 
readdressed.     One  final  area  of  concern  was  covered  at  this  time — 
the  costs  of  administering  the  spend-down  program  within  the  Medicaid 
program  as  a  whole.     The  budget  division's  resources  were  often  accessed 
in  this  discussion.     Since  spend-down  represents  only  a  small  part  of 
the  Medicaid  program,  procedures  for  developing  and  computing  yearly 
budgets  for  the  entire  medical  assistance  program  were  examined.  Where 
possible,  administrative  cost  indicators  specific  to  spend-down  were 
identified,  and  issues  of  the  spend-down  program's  cost  effectiveness 
were  discussed, 

3.2    Local  Office  Interviews 

An  average  of  four  county  offices  were  visited  as  part  of  each 
State  visit,  chosen  to  represent  a  range  of  rural/urban  counties.  At 
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each  local  office,  two  types  of  personnel  were   interviewed — the  local 
office  administrative  director  and  eligibility  staff. 

The  county  interviewing  began  with  the  administrators,  discussing 
the  relationship  of  the  office  with  the  State — functional  points  of 
contact,  distribution  of  authority,  perception  of  local  office  role, 
extent  of  discretion  in  hiring,  in  defining  procedures.  Administra- 
tors were  also  questioned  about  overhead  and  administrative  costs. 
Effort  was  made  to  separate  out  costs  specific  to  administering  spend- 
down.     This  usually  involved  developing  estimates  of  the  proportion 
of  time  spent  processing  spend-down  cases  vs.  other  cases  and  of  staff 
specialized  in  spend-down  cases.     Identification  of  cost  critical 
areas  was  also  attempted. 

Supervisors  were  the  next  informants.     They  were  questioned  in 
detail  regarding  all  eligibility  procedures — intake,  application,  in- 
come and  spend-down  determination  and  verification,  enrollment,  rede- 
termination and  termination.     Supervisors  were  asked  to  evaluate  the 
difficulty  of  handling  spend-down  cases  and  the  adequacy  of  procedural 
directives  from  the  State  regarding  spend-down. 

Next,  two  eligibility  workers  were  interviewed.     Again,  all  the 
details  of  eligibility  procedures  were  covered.     In  addition,  workers 
were  asked  to  evaluate  the  manual  and  the  training  and  supervision 
they  received . 

Visits  to  localities  concluded  with  an  interview  with  a  major 
provider  in  the  area.     Generally  this  was  the  county  hospital,  although 
in  one  State  several  nursing  homes  were  visited  due  to  the  peculiari- 
ties of  the  spend-down  program  in  that  State.     The  informants  were  usu- 
ally hospital  administrators  and  accountants.     Topics  covered  included 
billing  procedures,  how  the  spend-down  liability  was  handled,  and  how 
third  party  payments  were  handled.     Informants  were  also  asked  to  eval- 
uate the  training,  procedural  information,  and  technical  assistance 
they  received  from  the  State  office. 
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4.0    Products  of  State  Visits 

The  subsequent  task  in  the  Administrative  Analysis  was  piecing 
together  the  information  collected  on-site  in  the  interviews  to  pro- 
duce a  coherent  description  of  each  state's  spend-down  program.  An 
outline  was  developed  to  give  structure  to  this  process  and  to  insure 
comprehensiveness  and  completeness.     The  final  product  was  an  "Admin- 
istrative Analysis  Case  Study"  on  each  State.     Drafts  were  sent  to 
the  States  soliciting  their  comments  and  any  necessary  corrections. 
These  were  incorporated  into  the  final  versions  of  the  case  studies. 
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APPENDIX  B 
RECIPIENT  SURVSY  METHODOLOGY 


APPENDIX  B 
RECIPIENT  SURVEY  METHODOLOGY 

1.0  Introduction 

The  recipient  survey  phase  of  the  Medicaid  spend-down  study 
addresses  several  research  objectives.     In  summary  form,  these 
can  be  stated  as: 

(1)  Establish  descriptive  profiles  of  the  spend-down  population 
in  terms  of  socio-demographic  characteristics,  health  utili- 
zation patterns,  and  factors  preceding  and  predictive 

of  spend-down  application. 

(2)  Make  comparisons  between  successful  spend-down  applicants, 
unsuccessful  spend-down  applicants,  and  Medicaid  recipients 
who  did  not  have  to  spend-down,  in  order  to  establish  if 
any  of  the  variables  enumerated  under  the  first  objective 
are  unique  to  spend-down  behavior. 

(3)  Establish  the  size  of  the  spend-down  program  both  in  terms 
of  enrollment  and  benefit  payments. 

Meeting  each  of  these  objectives  entailed  identifying  and  com- 
paring personal  characteristics  and  health  service  utilization  pat- 
terns of  spend-downers  (target  group)   and  non-spend-downers  (control 
groups) .     For  purposes  of  comparison  for  the  recipient  analysis,  four 
populations  of  interest  were  identified: 

(1)  Spend-down  applicants  who  achieved  medical  assistance 
certification  by  meeting  their  snend-down  liability 

(2)  Spend-down  applicants  who  were  unsuccessful  in    this  re- 
gard; 

(3)  Medical  assistance  recipients  eligible  without  spending 
down  (excluding  cash  recipients) ; 

(4)  Cash  assistance  Medicaid  recipients.  . 

These  four  groups  were  further  disaggregated  by  categorical  linkage, 
i.e.,    aged,  blind,  disabled,  AFDC,  and  MA- 21   (when  applicable). 

Analysis  of  these  populations  of  interest  was  made  in  terms  of 
socio-demographic,  behavioral,  and  economic  characteristics  as  well 
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as  health  service  utilization  patterns.     Data  on  socio-demographic 
and  behavioral  characteristics  were  used  to  identify  factors  which 
are  descriptive  and  predictive  of  spend-down  eligibility.  Health 
service  utilization  data  were  collected  to  assess  the  health  care 
impact  of  spend-down.     Further,  economic  characteristics  of  recip- 
ients and  unsuccessful  applicants  were  gathered  to  determine 
spend-down 's  financial  impact. 

2.0    Sample  Design 

In  designing  the  survey  it  was  decided  that  the  sample  would 
be  drawn  from  several  sub-units,  i.e.,  cities  or  counties,  of  the 
State  rather  than  from  the  State  as  a  whole. 

Sample  selection  on  a  statewide  basis  was  precluded  by  several 
factors.     Since  no  central  data  file  on  spend-downers  existed  in  two 
of  the  survey  States     the  sample  would  have  to  have  been  drawn  from 
numerous  welfare  offices  throughout  the  state.     The  cost  would  have 
been  prohibitive.     Even  if  a  central  file  did  exist,  the  sample 
could  not  be  drawn  randomly.     Rather,  a  disproportionate  sample 
representing  the  different  welfare  jurisdictions  throughout  the 
State  would  be  required.    This  follows  from  the  fact  that  there  is 
variation  in  program  implementation  within  the  State.  Consequently 
each  welfare  district  would  have  to  be  considered  a  separate  popu- 
lation and  sampled  accordingly.     Since  the  Medicaid  population  is 
not  equally  distributed  between  districts, the  optimal  sampling  plan 
would  have  required  disproportionate  sampling  in  order  to  gather 
samples  of  equal  size  from  each  of  the  districts.     This  would  have 
increased  the  sample  size  tremendously  and  complicated  the  analysis 
greatly. 

For  these  reasons,  the  sample  design  relied  on  the  survey  con- 
cept of  "expert  choice."    Two  to  three  welfare  jurisdictions  were 
chosen  as  being  "representative"  of  the  programs  found  in  the  State. 
Samples  were  taken  from  within  these  jurisdictions.     A  greater 
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emphasis  was  placed  on  accurately  describing  the  representative 
jurisdictions  than  on  extrapolating  to  a  statewide  basis. 

A  second  consideration  in  the  sample  design  was  that  we  were 
concerned  with  sampling  more  than  a  single  population.    As  made 
clear  from  the  study  objectives,  the  survey  had  to  include  individ- 
uals who  spent-down  successfully,  those  who  did  not  succeed  in 
spending-down ,  and  those  who  received  Medicaid  without  having  to 
spend-down.     To  make  meaningful  comparisons  between  these  three 
groups,  reasonably  precise  statistics  for  each  group  were  required. 

While  the  sample  size  for  each  of  the  groups  had  to  be  suffi- 
ciently large  to  yield  reasonably  accurate  statistics,  it  was  not 
felt  necessary  that  the  sample  sizes  be  the  same.    Within  the  eco- 
nomic constraints  of  the  survey,  a  relatively  greater  proportion 
of  the  resources  were  applied  to  sampling  and  interviewing  success- 
ful spend-downers  (the  primary  focus  of  this  study)  than  either  of 
the  other  two  groups.    While  reasonably  precise  descriptions  of  the 
unsuccessful  spend-downers  and  the  medically  needy  were  obtained, 
a  higher  degree  of  precision  for  the  successful  spend-down  group 
was  felt  to  be  necessary  and  appropriate. 

A  last  point  considered  in  structuring  the  survey  sample  was 
that  the  sample  had  to  be  stratified  by  categorical  linkage.  Strati- 
fication by  categorical  linkage  for  recipients  was  desirable  for  a 
number  of  reasons.     First,  the  stratification  of  a  heterogeneous 
population  into  more  homogeneous  sub-populations  results  in  statis- 
tical efficiencies.     Second,  since  the  payment  standards  for  different 
categories  are  different,  the  medically  needy  band  is  of  a  different 
width  for  different  categories.     Consequently,  the  spend-down  pro- 
gram is  really  dealing  with  different  "populations  at  risk"  across 
categories.     Finally,  stratification  by  category  seemed  to  be  a 
sensible  approach  since  it  is  consistent  with  the  usual  statistics 
compiled  for  Medicaid  recipients,  and  the  results  of  this  study 
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could  then  be  comparable  to  other  available  studies  and  data. 

To  implement  this  sampling  approach  a  two-way  classification 
scheme,  shown  in  Exhibit  1,  was  used.    Each  cell  represents  a 
separately  sampled  sub-population  within  a  particular  welfare  juris- 
diction (e.g.,  county  welfare  office). 


Exhibit  1 

TWO  WAY  CLASSIFICATION  TABLE  FOR  STRATIFICATION 
OF  SAMPLE  WITHIN  A  WELFARE  JURISDICTION 


Category  of  Assistance 

Type  of  group 

AFDC 

Aqed 

Disabled/ 
Blind 

Other   (i.e.,  MA- 21 
for  Mass.) 

Successful  spend-downers 

Unsuccessful  spend-downers 

Medically  needy  recipients 

To  determine  our  sample  sizes  we  used  the  following  assumptions: 

(1)  Our  statistics  were  based  on  samples  drawn  from  a  relatively 
small  number  of  "representative"  welfare  jurisdictions 
within  the  State.     Our  preference  for  selecting  the  juris- 
dictions was  to  have  one  county  which  contained  a  large 
recipient  population  (major  urban  center)  and  one  rural 
county.     However,  final  judgments  were  left  to  State 
personnel.    No  more  than  three  jurisdictions  were  sampled 

in  any  State. 

(2)  Since  blind  and  disabled  recipients  each  constitute  a  relatively 
small  percentage  of  medical  assistance  recipients,  they 

were  combined  into  a  single  stratum  in  the  classification 
scheme  without  substantial  loss  in. precision. 

(3)  While  a  variety  of  statistical  inference  techniques  were 
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applied  to  the  sample  data,  the  primary  statistic  of 
interest  was  felt  to  be  the  population  proportion,  p, 
having  a  particular  characteristic  (e.g.,  the  proportion 
of  spend-downers  who  have  been  referred  to  the  program  by 
health  care  providers) .     Hence,  the  sample  sizes  were 
chosen  on  the  basis  of  providing  "good"  estimates  of  p. 
(4)     The  sample  was  drawn  randomly  from  a  "large"  population 
without  replacement.     The  measure  of  precision  of  the 
sample  statistic  p,  where  p  is  our  estimate  of  p,  will  be 
the  standard  error  a.    The  relation  between  standard 
error,  population  proportion,  and  sample  size  n  is 


As  mentioned  previously,  the  degree  of  precision  required  is 
largely  a  matter  of  judgment  based  on  trade-off  considerations  be- 
tween sampling  cost  and  needed  precision  to  achieve  the  research 
objectives.     It  appeared  to  us  that  at  a  minimum,  a  precision  of 
a  =  .10  was  required.     For  the  "worst  case"  situation  when  p  =  .5, 
this  implied  a  sample  size  of  twenty-five  recipients  for  each 
stratum.     This  minimum  sample  size  is  also  consistent  with  the  rule 
of  thumb  that  each  cell  in  a  classification  table  should  contain  at 
least  five  samples  ."^ 

This  minimum  sample  size  for  each  of  the  three  strata  was 
modified  based  on  the  results  of  the  1972  Spend-down  study.  This 
study  showed  that  the  majority  of  spend-downers  were  AFDC,  with  aged  running 
second,  and  blind  and  disabled  third.     In  addition,  many  of  the  aged 
spend-downers  were  in  long-term  care  facilities.     In  view  of  this, 


Davis,  J. A.,  Elementary  Survey  Analysis,  Prentice  Hall,  Inc., 
1971,  p.  50. 
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(See  Kish,  L. ,  Survey  Sampling,  p.  46) 
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it  seemed  appropriate  to  require  greater  precision  for  the  AFDC 
group  (i.e.,  the  group  having  the  largest  effect  on  spend-down  sta- 
tistics) than  the  other  two  groups.    This  judgment  is  further  sup- 
ported by  the  fact  that  the  AFDC  group  is  less  homogeneous  than  are 
the  other  groups  and  therefore  requires  more  respondents. 

The  major  constraint  on  the  sample  size  for  this  study  was  that 
a  total  of  1,000  persons  were  to  be  interviewed  in  three  to  five 
States  according  to  the  RFP.    With  this  in  mind,  a  number  of  alter- 
native sampling  possibilities  were  explored.     The  resultant  optimal 
design  indicated  that  interviews  should  be  conducted  in  three  States , 
and  two  to  four  representative  jurisdictions  were  to  be  sampled  in 
each  State.     The  approximate  sample  sizes  for  each  State  were  150 
successful  spend-downers ,  90  unsuccessful  spend-downers ,  and  90 
Medicaid  recipients  who  were  not  required  to  spend-down. 

Presented  below  was  the  general  sample  design  by  group  and 
category  for  each  State. 


Exhibit  2 
SAMPLE  DESIGN 


AFDC 

Aged,  Disabled,  Blind 

Total 

Successful 
Spend-downers 

50 

100 

150 

Unsuccessful 
Spend-downers 

30 

60 

90 

Medically  Needy 

30 

60 

90 

TOTAL 

110 

220 

330 

The  survey  universe  was  defined  as  the  medically  needy  persons 
in  each  State  who  were  either  receiving  Medicaid  benefits  at  the 
time  of  the  survey  (early  1975)  or  had  applied  for  benefits  within  calen- 
dar year  1974.     Recipients  of  cash  assistance  were  not  included  in  this 
universe.^"    The  three  States  in  which  the  recipient  survey  was 


Eligibility  and  claims  data  for  a  sample  of  categorically  needy 
recipients  were  obtained  from  the  State  ADP  files  in  Massachusetts 
and  North  Carolina;  however ,  these  groups  were  not  included  in  the 
personal  survey. 
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conducted  were  selected  by  USR&E  and  SRS. 

The  sample  frame  for  the  survey,  i.e.,  the  set  of  materials 
from  which  the  actual  sample  of  the  population  universe  was  drawn, 
consisted  of  State  eligibility  files  and  local  welfare  office  records. 

3.0    Data  Collection  Procedures 

The  basic  data  collection  instruments  used  in  the  survey  effort 
were  a  Record  Sampling  Form  (RSF)  and  an  Interview  Questionnaire, 
both  of  which  are  included  at  the  end  of  this  section.     The  data 
collection  procedures  are  described  in  detail  in  the  Recipient  Anal- 
ysis Methodology,  which  was  submitted  under  separate  cover  in  January 
1975. 

Basically,  the  survey  effort  consisted  of  three  steps.  The 
first  step  involved  drawing  a  random  sample  of  cases  from  files  in 
the  local  welfare  offices  to  establish  sampling  weights  for  each 
recipient  group  and  aid  category  as  well  as  to  obtain  a  potential 
group  of  the  survey  population.     In  North  Carolina,  this  sample  was 
drawn  from  a  State  EDP  eligibility  file  sorted  for  medically  needy 
recipients.     In  Massachusetts  the  sample  of  these  was  manually  drawn 
from  the  welfare  office  records.     In  Maryland  both  approaches  were 
utilized.     The  second  step  entailed  drawing  a  quota  sample  of  cases 
from  case  history  files  in  the  welfare  offices  in  the  selected  sites 
to  obtain  an  adequate  sample  size  within  each  group  and  category. 
The  file  information  for  this  sample  population  was  recorded  on  the 
RSF. 

In  general ,  we  oversampled  by  about  30%  to  compensate  for  anti- 
cipated non-responses.     Most  of  the  socio-demographic  and  economic 
data  for  the  survey  population  were  obtained  through  the  RSF  and 
are  thus  available  for  all  cases  which  were  sampled.     The  behavioral 
and  past  health  care  utilization  data  were  based  on  the  questionnaire 
and  are  only  available  for  the  actual  survey  respondents. 

Problems  were  encountered  in  drawing  a  sample  of  spend-downers 
in  Montgomery  County,  Maryland.     Due  to  a  misunderstanding  of 
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procedures  involved  in  determining  eligibility  for  non-cash  medical 

assistance  recipients,  only  a  very  few  medically  needy  cases  were 

classified  during  1974  as  spend-down  cases.     However,  several  cases 

which  should  have  been  spend-down  cases  (if  determination  procedures 

had  been  correctly  followed)  were  instead  made  eligible  as  non- spend-down 

1 

medically  needy  cases.      A  decision  was  made  to  use  twelve  of  these 
misclassif ied  cases  in  order  to  have  a  large  enough  spend-down  sample 
for  the  site.     Consequently,  the  Montgomery  County  spend-down  popu- 
lation data  is  not  as  reliable  as  the  comparable  data  from  the  other 
sites. 

The  final  procedure  for  the  survey  data  collection  involved  con- 
tacting and  interviewing  cases  in  the  sample  and  filling  out  the 
questionnaire.     A  team  of  five  interviewers  conducted  this  recipient 
survey  in  seven  selected  sites.     These  included:     Lynn,  Massachusetts; 
Boston,  Massachusetts;  Springfield,  Massachusetts;  Forsyth  County, 
North  Carolina;  Guilford  County,  North  Carolina;  Baltimore  City, 
Maryland;  and  Montgomery  County,  Maryland. 

After  the  procedures  designed  to  protect  recipient  confidential- 
ity were  cleared  through  the  HEW  legal  counsel,     OMB  clearance  was 
obtained  for  the  survey  data  collection  instruments.     In  early 
February,  1975,  field  work  began.     The  Massachusetts  sites  were 
covered  in  late  February  and  early  March,  1975.     The  North  Carolina 
interviews  took  place  in  March  and  early  April,  1975,  and  the  Mary- 
land interviews  were  conducted  in  late  April  and  early  May,  1975. 
The  entire  survey  effort  took  about  fifteen  weeks. 


-•-Essentially,  the  problem  was  that  all  incurred  health  expenses 
were  deducted  from  the  monthly  income  before  determining  the  monthly 
excess  and  multiplying  by  six.     Regulations  stipulate  that  the  six 
month  excess  income  should  be  determined  first  and  then  incurred 
expenses  deducted.     All  of  the  misclassif ied  recipients  had  incurred 
some  health  expenses;  however,  these  incurred  expenses  would  have 
to  have  been  larger  if  correct  eligibility  procedures  had  been  used. 
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Preparation  for  interviewing  included  sending  letters  to  members 
of  the  sample  population  and  following  up  with  phone  calls  to  schedule 
the  interviews.     If  repeated  efforts  to  reach  sample  members  over  the 
telephone  or  in  person  failed,  this  group  of  non-respondents  was  dropped 
from  the  sample.     Prior  to  all  interviews,  the  interviewer  briefly  ex- 
plained the  study  purpose  and  indicated  that  participation  was  volun- 
tary.    In  North  Carolina  State  welfare  authorities  required  that  sample 
members  sign  a  standard  release  statement  before  participating  in  the 
interview.     This  requirement  was  made  in  the  interests  of  confiden- 
tiality.    Interviews  then  proceeded  according  to  the  designed  ques- 
tionnaire.    At  the  conclusion  of  the  interviews  in  Massachusetts  and 
North  Carolina,  each  respondent  was  paid  $5.00  for  participating  in 
the  study.     After  each  interview,  interviewers  edited  their  question- 
naires and  made  certain  that  a  coded  response  was  entered  for  each 
item  on  the  questionnaire. 

After  the  survey  stage  of  the  recipient  analysis  was  completed, 
each  survey  State  was  requested  to  provide  Medicaid  claims  data  for 
calendar  year  1974  on  spend-down  and  medically  needy  members  of  the 
survey  population  for  each  site.     Each  State  was  also  requested  to 
provide  both  basic  eligibility  and  claims  data  for  an  additional  con- 
trol group   of   categorically  needy  Medicaid  recipients  for  each 
site.     North  Carolina  and  Massachusetts  were  able  to  provide  all 
of  the  requested  data;  Maryland  was  not. 

4.0    Survey  Results 

Indicated  below  is  the  distribution  by  State,  survey  group,  and 
category  of  the  actual  sample  population. 

TABLE  1 


MARYLAND 


AFDC 

MA- 21  Aged 

Disabled  Blind 

TOTAL 

SD 

84 

11 

16 

ill 

MN 

57 

48 

50 

155 

USD 

92 

61 

14 

167 

TOTAL 

233 

120 

80 

433 
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TABLE  1  (continued) 


NORTH  CAROLINA 

AFDC 

MA- 21 

Aged 

Disabled  Blind 

TOTAL 

SD 

46 

69 

64  1 

180 

MN 

41 

39 

35  9 

124 

USD 

37 

36 

38  6 

117 

TOTAL 

124 

144 

137  16 

421 

MASSACHUSETTS 

AFDC 

MA- 21 

Aged 

Disabled  Blind 

TOTAL 

SD 

40 

68 

30 

26 

164 

MN 

30 

23 

48 

49 

150 

USD 

34 

47 

34 

14 

129 

TOTAL 

104 

138 

112 

89 

443 

It  should  be  noted  that  in  Massachusetts  the  sample  for  AFDC  recip- 
ients was  divided  so  that  we  included  both  respondents  in  the  AFDC 
category  and  the  nodical  assistance  category  for  children  under 
twenty-one  years  of  age    (MA-21) . 

RSF  data  was  obtained  for  the  entire  sample  population;  how- 
ever, interviews  were  conducted  with  a  total  of  974  persons.  Con- 
sequently, questionnaire  data  is  available  for  a  somewhat  smaller 
group. 

Our  response  rate  for  the  personal  survey  varied  from  68.4% 
in  Massachusetts  to  83.6%  in  North  Carolina  to  73.7%  in  Maryland. 
Detailed  below  are  the  actual  number  of  respondents  interviewed  by 
State,    survey  group  and  category. 


TABLE  2 


MARYLAND 

AFDC 

MA-21    Aged  Disabled  Blind 

TOTAL 

SD 

61 

9 

13 

83 

MN 

41 

34 

43 

118 

USD 

63 

~    •  43 

12 

118 

TOTAL 

165 

86 

68 

319 
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TABLE  2  (continued) 


NORTH  CAROLINA 

AFDC 

I1A-21  Aged 

Disabled  Blind 

TOTAL 

SD 

35 

62 

51 

148 

MN 

37 

38 

31  9 

115 

USD 

29 

29 

25  6 

89 

TOTAL 

101 

129 

107  15 

352 

MASSACHUSETTS 

AFDC 

MA- 21  Aged 

Disabled  Blind 

TOTAL 

SD 

31 

46  19 

18 

114 

MN 

23 

14  34 

35 

106 

USD 

23 

30  22 

6 

83 

TOTAL 

77 

90  77 

59 

303 

Data  Analysis  and 

Tabulation 

The  RSF  and  questionnaire  data 

were  coded  into 

a  case 

sisting  of  approximately  650  data  lists  (nine  computer  card  images) , 
key  punched,  verified,  and  read  into  a  computer  tape.     The  computer 
file  was  decomposed  into  seven  subfiles,  one  for  each  welfare  juris- 
diction.    The  processing  of  data  was  done  using  the  Statistical 
Package  for  the  Social  Sciences  (SPSS) . 

Since  the  survey  represented  a  stratified  sample  of  the  popula- 
tion weights  had  to  be  developed  for  the  sample.     Only  by  applying 
appropriate  weights  to  the  cases  in  the  sample  could  the  population 
characteristics  be  estimated. 

The  weights  were  developed  in  several  ways,  depending  on  the 
data  available  from  the  site.     In  Boston  and  Springfield,  the 
weights  were  determined  by  randomly  sampling  the  case  files  at  the 
offices.     The  Lynn  office  provided  us  with  the  distribution  re- 
quested.    In  the  remainder  of  the  study  sites  a  combination  of  pub- 
lished information  and  sampling  results  was  used  to  estimate  the  weights. 
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In  North  Carolina  the   State  was  able  to  supply  a  computer  list 
of  1974  medical  assistance  eligibles  in  the  two  counties  studied. 
However,  the  computer  file  from  which  the  list  was  drawn  did  not 
differentiate  spend-downers  from  other  medically  needy.  Using 
other  information  from  the  list,  it  was  possible  to  divide  the  list 
into  several  "probable"  groups,  i.e.,  probable  SD's,  probable  MN's, 
unknowns,  and  closed  cases. 

The  survey  sample  was  drawn  from  this  list  of  "probables" ,  and 
the  actual  category  (SD,  MN,  USD)  of  the  case  determined  from  the 
case  files.     Consequently,  it  was  possible  to  estimate  the  actual 
breakdown  of  each  "probable  category."    With  this  information  the 
actual  population  breakdown  could  be  estimated  from  the  computer 
lists  and  the  weights  determined. 

For  Maryland  a  combination  of  methods  was  used.     The  USD  pop- 
ulations in  Baltimore  and  Montgomery  County  were  estimated  by  ran- 
domly sampling  case  files.     The  MN  and  SD  populations  were  estimated 
from  monthly  statistical  reports  issued  by  the  counties  and  the 
state.    These  reports  were  used  to  estimate  the  actual  total  number 
of  cases  eligible  for  Medicaid  at  any  time  in  1974  (as  opposed  to 
estimating  the  average  number  of  cases  eligible  at  a  given  time) . 
Since  monthly  figures  for  all  of  1974  were  unavailable,  the  exist- 
ing monthly  reports  were  extrapolated  to  a  yearly  figure. 

Using  these  weights  made  it  possible  to  estimate  characteristics 
of  the  Medicaid  population  properly  from  the  stratified  sample.  The 
statistical  measures  of  association  were  based  on  the  actual  sample 
sizes.     Here  the  advantage  of  stratification  in  lowered  probable 
errors  for  the  "over-sampled"  small  populations  (such  as  SD's) 
showed  themselves. 

The  major  concern  of  the  study  was  to  identify  the  character- 
istics of  spend-downers  relative  to  other  medically  needed  persons. 
Consequently,  most  of  the  information  reported  displays  the 
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relationship  between  some  dependent  variable  to  the  type  of  eligi- 
bility (i.e.,  SD,  MN,  USD)  of  the  case.    Where  appropriate,  several 
tables  are  presented,  each  showing  the  relationship  between  the 
dependent  variable  and  the  category  of  the  case  (i.e.,  AFDC,  aged, 
etc.)   for  each  group. 

Three  basic  types  of  tables  are  presented  in  the  analysis: 

(1)  Simple  proportion  tables.     These  reflect  the  distribution 
of  answers  from  respondents  (or  the  distribution  of  in- 
formation from  the  RSF)   for  single  response  questions. 

(2)  Duplicated  count  tables.     These  reflect  the  distribution 
of  answers  to  multiple  response  questions.     In  these  cases 
the  respondent  was  allowed  to  select  more  than  one  answer 
to  a  question.     The  proportions  presented  in  the  tables 
then  display  the  percentage  of  cases  which  selected  each 
answer  as  one  of  the  several  given  responses.  Conse- 
quently the  tables  may  sum  to  more  than  100%. 

(3)  Average  value  tables.    These  present  the  average  value 

taken  on  by  a  given  variable  for  the  indicated  sub-populations. 

In  all  cases  the  proportions  and  means  presented  are  based  on 
weighted  values  so  that  there  is  no  bias  introduced  by  the  dispro- 
portionate sampling  method.     For  example,  AFDC,  MN  cases  were 
sampled  at  a  lower  rate  than  aged,  MN  cases  simply  because  there  are 
so  many  more  AFDC,  MN  cases  than    aged,  MN  cases.     Thus,  though  equal 
sample  sizes  were  drawn  from  the  two  groups  the  sampling  rate  for 
the  AFDC  was  lower.     As  explained  before  this  resulted  in  both  cost  and 
accuracy  benefits  for  the  survey.     However  to  estimate  the  character- 
istics of  the  MN  population  this  process  had  to  be  reversed  with 
appropriate  weights  so  that  the  AFDC  cases  had  the  same  relative 
"size"  in  the  sample  population  as  in  the  actual  population. 

For  each  table  in  the  study  an  appropriate  statistic  is  pre- 
sented for  the  significance  of  the  table.     The  standard  error  of  the 
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proportion  or  mean  is  presented  for  the  average  value  and  multiple 
response  tables,  while  the  chi-squared  value  along  with  its  degrees 
of  freedom  and  significance  is  shown  for  simple  proportion  tables. 
These  statistics  are,  of  course,  based  on  the  actual  sample  popula- 
tion rather  than  the  weighted  sample  population  since  basing  them 
on  the  weighted  values  would  make  them  appear  more  significant  than 
they  are. 

All  statistics  presented  are  based  on  the  assumption  that  one 
is  extrapolating  to  an  infinite  population.     Where  the  sample  size 
represents  less  than  10%  of  the  population  this  is  no  problem.  In 
such  a  case  the  difference  between  statistics  based  on  extrapolation 
to  a  finite  versus  extrapolation  to  an  infinite  population  is  slight. 
In  several  cases,  mainly  among  the  SD,  this  10%  rule  does  not  hold 
true.     Consequently  the  actual,  predicted  error  in  the  estimates 
is  somewhat  less  than  that  presented  for  the  table.     This  deviation 
could  be  corrected  by  applying  the  finite  population  multiplier  to 
the  statistic.     However,  the  FPM  requires  the  knowledge  of  the  actual 
population  size  which  in  this  case  can  only  be  estimated.  Conse- 
quently it  was  deemed  better  to  err  on  the  side  of  conservatism  and 
report  the  unadjusted  figures. 
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6.0    Eligibility  Data  for  Persons  Receiving  Cash  Assistance 


To  complement  the  survey  of  the  medically  needy  and  spend-down  popu- 
lations, data  on  cash  recipients  was  originally  to  have  been  gathered 
for  recipients  of  cash  assistance  in  the  three  States  in  which  the  sur- 
vey was  taken.     The  data  was  to  have  been  collected  by  asking  each  of 
the  three  States  to  supply  eligibility  data  maintained  in  their  electronic 
data  processing  files  on  a  sample  of  2,000  case  recipients  for  each  site 
at  which  the  survey  was  conducted. 

Unfortunately  this  proved  impossible.     Maryland  was  unable  to  supply 
any  eligibility  data  for  cash  recipients,  and  the  other  two  States  were 
unable  to  provide  a  sample  of  their  files.     Instead,  both  North  Carolina 
and  Massachusetts  supplied  the  complete  eligibility  file  for  all  welfare 
recipients  at  each  of  the  five  local  survey  sites   (in  those  States) . 

Since  the  States  provided  this  massive  data  base  we  decided  to  take 
advantage  of  it  and  process  the  entire  file.    Consequently  the  eligibility 
file  tabulations  (though  not  the  claims  data)  presented  for  the  five  sites 
in  Massachusetts  and  North  Carolina  do  not  represent  a  sample  of  the  cash 
recipient  population.     Instead,  the  characteristics  of  the  entire  universe 
were  tabulated.     Therefore  no  statistical  tests  of  significance   (such  as 
chi-square  or  the  standard  error)  are  presented.     There  can  be  no  sampl- 
ing error  since  the  sample  size  was  equal  to  the  size  of  the  universe. 

In  the  case  of  North  Carolina  the  subject  population  was  defined  as 
follows:     aged  and  disabled  —  those  defined  as  SSI  recipients   (other  aged 
and  disabled  groups,  such  as  those  on  general  assistance  were  not  in- 
cluded) ;  AFDC  —  those  receiving  a  regular  monthly  payment  (foster  care 
cases  were  excluded);  blind  —  those  receiving  SSI. 

In  Massachusetts  the  definition  of  the  subject  population  was  less 
complex.    No  blind  cases  were  included  because  medical  assistance  to  the 
blind  SSI  recipient  population  is  not  handled  by  the  Welfare  Department. 
Only  non-foster  care  AFDC  cases  were  included.    Only  SSI  eligible  aged 
and  disabled  cases  were  taken.    Those  on  general  relief  were  excluded. 
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7.0    Claims  Data 


The  State  Medicaid  claims  data,  used  to  measure  health  care  utiliza- 
tion, was  obtained  from  only  two  of  the  States  surveyed,  Massachusetts 
and  North  Carolina.     In  both  cases  the  States  were  asked  to  supply  the 
records  of  claims  paid  for  each  of  the  respondents  to  the  survey  and  for 
the  cash  recipients  at  each  site. 

To  obtain  the  claims  data  for  the  survey  respondents  a  list  of  them 
was  submitted  to  the  States  of  North  Carolina  and  Massachusetts.  The 
States  then  sent  back  the  claims  records  for  1974  which  they  had  possessed 
for  the  persons  on  the  list. 

Basically  the  same  process  was  used  to  obtain  claims  data  on  the 
recipients  of  cash  assistance.     However,  in  this  case  the  methods  used 
differed  for  the  two  States.     North  Carolina  not  only  supplied  us  with  a 
complete  list  of  all  eligibles  in  Forsyth  and  Guilford  Counties,  but  also 
sent  us  an  entire  claims  history  file  for  the  two  counties.     Since  the 
data  was  available,  we  decided  to  process  the  entire  claims  history  file. 
Therefore,  the  claims  data,  like  the  eligibility  data,  for  the  cash  re- 
cipients in  North  Carolina  is  based  on  the  entire  universe  of  cash  re- 
cipients. 

However,  since  North  Carolina  supplied  only  one  month  of  claims  data, 
rather  than  a  full  year  of  data,  for  the  cash  recipients,  there  are  a  few 
problems  which  had  to  be  addressed.     Only  having  one  month  of  claims  data 
makes  it  impossible  to  estimate  the  portion  of  the  cash  recipient  popula- 
tion during  a  year  who  received  at  least  one  service.     For  all  other 
groups,  the  figures  for  those  served  used  as  a  base  the  number  of  persons 
who  received  a  service  in  1974.    For  the  cash  recipients  the  figures  are 
based  on  the  number  receiving  a  service  in  one  month.     Since  there  is  no 
way  of  estimating  the  turnover  rate  among  persons  served,  it  was  impos- 
sible to  estimate  the  number  of  persons  served  in  1974  for  the  categor- 
ically needy  population  in  North  Carolina. 

The  figures  shown  for  all  cash  recipients,  not  just  those  who  re- 
ceived at  least  one  service,  should  be  reasonably  accurate.     The  fact 
that  we  used  December,  1974,  claims  and  then  multiplied  by  12  in  order 
to  estimate  yearly  figures  should  not  harm  the  data.     If  one  assumes  that 
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the  State  pays  approximately  the  same  number  of  Medicaid  bills  each 
month  and  that  the  mix  of  providers  paid  in  each  month  remains  constant, 
then  we  have  a  valid  sample  of  the  population.     Rather  than  taking  a 
sample  of  the  eligible  cash  recipients  and  receiving  all  1974  bills  for 
them,  we  received  a  random  sample  of  1974  bills  for  the  entire  cash  re- 
cipient population.     Effectively,  our  sample  was  drawn  from  the  time 
stream  instead  of  from  the  population. 

Because  of  the  large  size  of  the  Massachusetts  cash  assist- 
ance population,  sampling  was  used.     Since  we  had  the  complete  eli- 
gibility file  for  the  sites  involved  it  was  possible  to  choose  a  strati- 
fied sampling  procedure  such  that  each  category  (AFDC,  aged,  and  dis- 
abled) within  a  site  would  have  at  least  700  cases  in  the  sample.  Had 
a  strictly  random  sample  been  used  many  fewer  disabled  than  AFDC  and  aged 

cases  would  have  appeared  in  the  sample.    This  would  make  it  more  difficult 

* 

to  interpret  the  results  for  provider  types  which  only  a  few  people  used. 
Table  3  below  presents  the  sampling  rates  used  for  Massachusetts. 

Table  3 

Sampling  Rates  for  Massachusetts 


Lynn 

Boston 

Springfield 

AFDC 

Universe  Size 

3665 

29,120 

7245 

Sample  Size 

733 

728 

805 

Sampling  Rate 

25.0% 

2.5% 

11.1% 

Aged 

Universe  Size 

2391 

13,770 

2920 

Sample  Size 

797 

765 

730 

Sampling  Rate 

33.3% 

5.6% 

25.0% 

Dis- 

Universe Size 

1081 

7,920 

1894 

abled 

Sample  Size 

1081 

792 

947 

Sampling  Rate 

100.0% 

10.0% 

50.0% 

* 

A 

fuller  discussion  of  the 

advantages 

of  stratified 

sampling  may 

be  found  in  Appendix  B,  Section  2.0. 
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There  was  a  slight  difference  in  the  definition  of  the  time  frame 
used  by  each  State.    Massachusetts  provided  all  claims  records  for  serv- 
ices rendered  in  1974.    North  Carolina  provided  claims  records  for  bills 
paid  in  1974  (or,  in  the  case  of  cash  recipients,  for  bills  paid  in 
December,  1974) .     Unavoidably,  this  restriction  to  a  fixed  time  frame 
prevented  the  acquisition  of  any  claims  data  for  some  respondents.  This 
was  particularly  noticeable  among  spend-downers.     One  would  expect  100% 
of  the  spend-downers  to  have  had  a  bill  in  1974,  since  they  presumably 
would  have  health  expenses.     However,  certain  persons  slipped  through. 
In  Massachusetts  these  were  mainly,  we  surmise,  those  who  became  eligible 
in  late  1973.     If  all  these  persons'  bills  were  for  services  in  1973  but 
their  eligibility  extended  into  1974,  they  could  be  included  in  the  sur- 
vey but  have  no  1974  bills.     In  North  Carolina  an  analogous  situation 
could  exist.    Persons  becoming  eligible  in  late  1974  might  have  no  bills 
which  were  paid  by  the  State  in  1974. 

Another  problem  which  developed  concerned  the  actual  number  of  per- 
sons eligible  in  Massachusetts  and  North  Carolina.     The  data  files  used 
for  the  two  States  contain  some  unavoidable  errors.    Most  of  these  errors 
are  in  Massachusetts.     However,  errors  can  be  found  in  both  files, 
for  the  two  States  to  process  the  data  contain  some  unavoidable  errors. 
Most  of  these  errors  are  in  Massachusetts.     However,  errors  can  be  found 
in  both  files. 

The  problem  arises  from  the  fact  that  the  number  of  persons  in  a 
case  is  used  so  that  medical  utilization  figures  can  be  presented  on  a 
per  person  basis.     Specifically  this  makes  possible  effective  comparison 

between  AFDC  and  aged/disabied/blind  cases.     A  per  case  comparison  of  these 
groups  would  be  misleading  since  AFDC  cases  tend  to  have  more  persons 
in  them  than  do  the  other  groups. 

Unfortunately  the  person  counts  are  not  always  accurate.     In  the 
case  of  the  survey  error  can  come  from  misreporting  or  it  may  originate 
from  changes  in  the  case  after  the  survey  was  taken.     For  example,  a  baby 
born  after  the  survey  was  taken  would  make  it  possible  for  an  AFDC  case 
to  be  listed  in  the  survey  as  having  4  members,  but  the  claims  data  would 
show  services  rendered  to    5  members. 
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Other  problems  arise  in  the  eligibility  data  for  the  cash  recipients. 
In  North  Carolina  the  number  of  members  in  an  aged,  disabled,  blind  case  is 
not  reported.     This  problem  can  be  circumvented  by  counting  trailer  rec- 
ords for  each  case  on  the  master  file.     However,   in  a  few  instances  this 
will  over-estimate  the  number  of  persons  in  the  case  by  counting  persons 
who  are  no  longer  eligible  though  the  case  itself  remains  eligible. 

The  most  serious  problem  was  with  the  Massachusetts  cash  recipient 
AFDC  cases.     When  a  case  is  closed  in  Massachusetts  the  number  of  de- 
pendents field  is  set  to  zero.     Thus  in  looking  at  cases  eligible  in  1974 
we  found  about  10%  of  the  AFDC  cases  had  no  dependents.     To  correct  for 
this  we  used  an  average  figure  of  2.9  persons  per  case  to  compensate. 

The  final  problem  which  occurs  concerns  the  claims  file  itself. 
The  number  of  persons  served  was  determined  by  counting  the  number  of 
different  persons  with  bills  in  a  case.     Thus,  was  done  by  watching  for 
changes  in  the  dependent  suffix  (which  each  case  has)  when  the  claims 
were  processed.     However,  in  some  cases  non-existent  dependent  suffixes 
or  dependent  suffixes  for  persons  no  longer  eligible   (and  hence  not  counted 
as  members  of  the  case  in  the  eligibility  file)   appeared  on  the  claims 
records.     There  was  no  way  to  differentiate  these  suffixes  from  the  "good" 
suffixes.     Therefore  they  were  counted  with  the  rest.     This  led  to  an 
overstatement  of  the  number  of  persons  served. 

As  nearly  as  can  be  determined  we  believe  these  errors  amount  to 
no  more  than  a  10%  error.     In  most  cases  the  error  is  much  smaller  be- 
cause of  the  size  of  the  population  under  consideration.     Also,  almost 
all  the  error  is  concentrated  in  the  AFDC  cases.     This  problem  is  most 
noticeable  among  the  ambulatory  care  provider  field  where  the  figures 
show  more  than  100%  of  the  eligible  persons  served. 

It  should  be  noted  that  the  above-mentioned  errors  have  no  effect 
on  the  case  figures.  The  only  effect  is  on  the  person  figures  for  the 
claims  data. 

A  series  of  FORTRAN  computer  programs  were  used  to  aggregate  and 
combine  the  raw  claims  data  supplied  by  the  state  with  the  eligibility 
data  from  the  survey  and  from  the  cash  recipient  file.     To  facilitate 
comparison  ten  general  provider  types  were  developed.     For  each  State 
the  provider  codes  on  the  raw  claims  data  were  assigned  to  the  more 
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general  provider  codes  used  in  the  analysis  and  listed  in  Exhibit  3  on 
the  following  page. 

This  processing  resulted  in  two  files  of  data,  one  containing  eligi- 
bility periods  and  number  of  persons  in  each  case;  the  other  containing 
a  series  of  claims  records  for  each  case.     Using  the  appropriate  weights 
the  final  output  was  developed  and  processed. 
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KxlnMt  1 


phovi»i:k  com:s 


General 
Provider  Typo 

Practitior^r 


Clinics* 


Long -Tor  a  Care 
Hospitals 


Acute  hospitals* 


Nursing  homes 
(skilled) 


Nursing  homes 
(extended  care) 


Non-medical 
services 


Pharmacies 
Medical  Services 


Other 


North  Carolina 
Providers 

-  Physicians 

-  Licenses!  Medical 
Practitioners 

-  Dentists 


Various  units  of 
Medical  School  Private 
Diagnostic  Clinics 

Clinics,  groups  and 
partnerships 


Tuberculosis 

Psychiatric 
facilities 


Regular  hospitals 


-  Nursing  homes  and 
extended  care  facil- 
ities 

-  Intermediate  care 
facilities 

-  None 


-  Pharmacists** 

-  Hearing  aids 

-  Ambulance  service 

-  Family  planning 

-  Homo  health  agencies 

-  Independent  lab  and 
and  x-ray 


Massachusetts 
Providers 

-  Physicians 

-  Dentists 

-  Licensed  Medical 
Practitioners 

-  Psychologists 

-  Clinics  (including 
rehabilitation  and 
outpatient  clinics) 

-  Infirmaries 

-  Outpatient  care  in 
acute  hospitals 
and  public  medical 
institutions 

-  Chronic  hospitals 
including  mental 
hospitals,  public 
health,  TB,  and 
sanatoriums 

-  Public  medical 
institutions 

-  Acute  care  hospitals 
(inpatient  only) 

-  Rehabilitation'  care 
in  acute  hospitals 

-  Nursing  homes  (no 
speciality) 

-  Nursing  homes 
(skilled) 

-  Nursing  homes  (inter- 
mediate care) 

-  Nursing  homes 
(extended  care) 


-  Retail 

-  Tradesmen 

-  Utility  and 
heating 

-  Other 

-  Pharmacies 

-  Hearing  aids 

-  Medical  supplies 
and  services 

-  Home  health  services 

-  Lab  services 

-  Miscellaneous  medical 
vendors 


•In  North  Carolina  for  cash  recipients  "clinics"  also  includes  outpatient 
care  in  regular  hospitals.    For  the  medically  needy  and  epend-downers . 
outpatient  care  in  regular  hospitals  was  included  under  "acute  care 
hospitals"  because  it  was  not  possible  to  differentiate  bills  for  out- 
patient and  inpatient  care  for  regular  hospitals. 

**North  Carolina  does  not  directly  pay  drug  bills  for  medicaid  recipients. 
These  arc  handled  through  a  pro-paid  drug  insurance  plan  with  Paid 
Prescriptions,  Inc.     However,  it  does  have  a  provider  category  "Pharmacists. 
Only  one  .  ill  was  found  for  a  pharmacist  in  Guilford  and  Forsythe  counties. 
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APPENDIX  C 


RECORD  SAMPLING  FORM 
MEDICAID  QUESTIONNAIRE 


RECORD  SAMPLING  FORM 
COVER  SHEET 


Internal  I.D.  Code: 


State  Code 


Sampler  Code: 


Welfare  Office  Code: 


Date: 


Case  Name: 


Case  Number: 


Internal  I.D.  Code 


Case  Name: 


Case  Address: 


Telephone  Number: 

Caretaker  Name:  

Address : 


Comments   (Directions,  etc.) 


Internal  I.D.  Code: 


RECORD  SAMPLING  FORM 


CASE  COMPOSITION 


Number  of  Family  Members  in  Case 

Category  of  Case:    AFDC  (1)      OAA  (2)      AB  (3)      APTD  (4) 

Other  (5)      NA  (6) 

Type  of  Eligibility:     Successful  SD  (1)      Unsuccessful  SD  (2) 

Medically  Needy /NMP  (3) 


Profiles  of  Case  Members 


Age:    Enter  exact  figure 
Sex:    M  (1)       F  (2) 

Race:    VThite  (1)     Black  (2)     Spanish  (3) 
Other  (4)     NA  (5) 


II, 


ANNUAL  INCOME 

Earned 

OASDI 

Other  pension/ 
retirement  benefits 


Case  Member 

B/Date 

Sex 

Race 

Case  Member 

B/Date 

Sex 

Race 

1 

ID 

□ 

6 

1  D 

D 

2 

1  □ 

D 

7 

1  U 

D 

3 

ID 

D 

8 

1 

ID 

D 

4 

ID 

D 

9  . 

IU 

D 

5 

ID 

D 

10 

ID 

D 

Child  Support/alimony 
Interest/dividends 

Rents 

Other /Specify 


TOTAL  ANNUAL  INCOME: 


III. 


ASSETS 


Liquid 

Savings 

Cash 

Stock s/bonds 
Other .specify 

Other,  specify 


E 


Real  Property 
Home     Yes  No 

Land 

Other , specify 
Insurance 


Face  value 

Cash  surrender 
value 


TOTAL  ASSETS: 


■  cm 
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IV. 


SPEND-DOWN 


Excess  Income 
Total  Amount 


MA  ELIGIBILITY 

Application  Date:     (Mo. /day /year) 
Starting  date  of  accounting  period: 
Eligibility  from: 
to: 

PREVIOUS  MA  HISTORY 


Incurred  Expenses 
Hospital 

Ambulatory  care 

LTC 

DRUGS 

Other 


JL 


][ 


From: 
To: 

From: 
To: 


Previous  MA/Non-SD/FA 

Dates  of  Eligibility  (Mo. /day /year) 

1 1     11  From: 

To: 
From: 


Previous  MA/SD 


][ 


3C 


To: 


OTHER  HEALTH  INSURANCE 

VA  (1)      Employer  (2)      Medicare  (3)      Private  (4) 

Other,  specify  (5)  

NA  (6)      None  (0) 

LIVING  ARRANGEMENT 


Private  residence  (1) 
Other,  specify  (5)  


LTC  (2)       Hospital   (3)       Undomiciled  (4) 
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II 


Urban  Systems  Research  &  Engineering,  Inc.  Office  of  Statistical  Standards 

1218  Massachusetts  Avenue  Office  of  Management  and  Budget  No.  83-S-75006 

Cambridge,  Massachusetts  02138  Approval  Expires  January  1,  1976 

Department  of  Health,  Education,  and  Welfare  Recipient  ID  No.  cm  rrn  cm 

Social  and  Rehabilitation  Service 
Project  No.  SRS  74-58 

MEDICAID  SPEND-DOWN  STUDY 


1 

2 

3 

IF  NECESSARY,  FIRST  REVIEW  COMPOSITION  AND  STATUS  (GROUP)  OF  CASE, 
DATES  OF  APPLICATION/ELIGIBILITY,  AND  OTHER  ITEMS  FROM  RECORD 
SAMPLING  FORM. 

INDICATE  WHICH  OF  THE  FOLLOWING  GROUPS  THE  RESPONDENT  BELONGS  IN: 

  Current  spend-downer  (GROUP  SD) 

  Medical  assistance  only  recipient  (does  not  spend-down)  (GROUP  MN) 

  Unsuccessful  spend-down  applicant  (GROUP  USD) 

1 

2 

3 

4 

5 

6 

7 

8 

9 

X 

Y 

1     How  did  you  first  find  out  that  your  State  has  a  medical  assistance  program? 
(CIRCLE  ALL  THAT  APPLY) 

  Hospital 

  Private  doctor 

  Clinic 

  Nursing  home 

  Family  member  or  friend 

  Through  public  assistance  eligibility 

  Welfare  worker  or  welfare  office  (not  related  to  public  assistance  eligibility) 

  Radio,  television,  newspaper,  pamphlets 

Other  (Rperify  ) 

  Don't  know  or  don't  remember 

  Not  ascertained 

1 

2 

X 

Y 

2     When  was  that? 

  Before  original  application  for  program 

  At  approximately  same  lime  as  original  application 

  Don't  know  or  don't  remember 

  Not  ascertained 

GROUP  MN,  SKIP  TOO.  6 

1 

2 

X 

Y 

3     (GROUPS  SD  AND  USD)  Did  you  find  out  at  that  same  time  about  spend-down? 
(EXPLAIN  SPEND-DOWN  CONCEPT  IF  NECESSARY) 

  Yes  (SKIP  TO  Q.  6) 

,         No  (GO  TO  Q.  4) 

  Don  t  know  or  don  t  remember  (SKIP  TO  Q.  6) 

  Not  ascertained  (SKIP  TO  Q.  6) 

1 

2 

3 

4 

5 

6 

7 

8 

9 

X 

Y 

4     How  did  you  find  out  about  spend-down  then? 

  Hospital 

  Private  doctor 

  Clinic 

  Nursing  home 

  Family  member  or  friend 

  Through  public  assistance  eligibility 

  Welfare  worker  or  welfare  office  (not  related  to  public  assistance  eligibility) 

  Radio,  television,  newspaper,  pamphlets 

Other  (Sper-ify  ) 

  Don't  know  or  don't  remember 

  Not  ascertained 

1 

2 

3 

4 

X 

Y 

5    When  was  it  that  you  found  out  about  spend-down? 

  At  time  of  transfer  from  public  assistance  program 

  At  time  of  transfer  from  medical-assistance-only  program 

  Before  original  application  for  program 

  At  approximately  same  time  as  original  application 

  Don't  know  or  don't  remember 

  Not  ascertained 

1 

2 

3 

4 

5 

6 

X 

Y 

6    Could  you  tell  me  what  happened  to  you  or  your  family  so  that  you  first  needed  medical 
assistance?  (PROBE  FOR  MAJOR  AREA(S)  IN  WHICH  CHANGE  OCCURRED. 
CIRCLE  ALL  THAT  APPLY.  FOR  GROUP  MN,  THIS  QUESTION  REFERS  TO  MAO 
APPLICATION;  FOR  GROUPS  SD  AND  USD.  REFERS  TO  SPEND-DOWN  APPLICA- 
TION.) 

  Transfer  from  public  assistant  program  (Specify   ...    ...  . 

 ) 

  Change  in  inrnms  (Specify   

 ) 

  Change  in  family  structure  (Specify  ...           ...  1 

  Change  in  personal  health  status  (Specify.  

) 

  Other  (Specify 

> 

  No  change,  just  found  out  1  was  eligible  (Specify             -■       .  ...  ..  - 

) 

  Don't  know  or  don't  remember 

  Not  ascertained 

GROUP  MN,  SKIP  TO  Q.  16 
Q.  7-15  USE  1974  SD  ELIGIBILITY  PERIOD. 

t 

2 

3 

X 

Y 

1  know  that  you  had  to  go  through  several  steps  in  order  to  apply  for  medical  assistance. 

7    At  the  time  you  applied,  did  you  have  all  the  medical  bills  which  you  needed 

in  order  to  be  eligible? 

  All  the  necessary  bills  to  meet  spend-down  requirements  (SKIP  TO  Q.  9) 

  Only  part  of  the  needed  bills  (GO  TO  Q.  8) 

  None  of  the  needed  bills  (GO  TO  0.  81 

  Don't  know  or  don't  remember  (SKIP  TO  Q.  9) 

  Not  ascertained  (SKIP  TO  Q.  9) 

1 

2 

X 

Y 

8     Did  you  have  any  difficulty  in  getting  the  medical  bills  which  you  needed? 

Yes  (Specify                                                                                                __.  ) 

No 

  Don't  know  or  don't  remember 

  Not  ascertained 

GROUP  USD,  SKIP  TO  Q.  27 

$ 
$ 
$ 
$ 

$ 
$ 

$ 

(GROUP  SD  ONLY) 

9      For  your  Meriir.airi  eligibility  from                                      to            __                          ,  how 

much  did  you  have  to  pay  toward  your  medical  expenses  and  to  whom  was  it  to  be  paid? 
(INDICATE  AMOUNT  OF  SPEND-DOWN  LIABILITY  BY  EACH  SERVICE  MENTIONED) 

  Physician  or  doctor 

  Nursing  home 

  Hospital 

  Clinic 

  Drug  store/Medical  Supplier 

  Insurance  premium/deductible 

  Other  (Specify  ) 

  Total 

10 

Have  you  been  able  to  successfully  pay  this  amount?  (If  no)  Why  not? 

I 

Yes  (SKIP  TO  Q  12)                                                  (CIRCLE  ALL  THAT  APPLY). 

j. 

hlr\    rannnt  affnrH  it    ((\Cl  TO  O    1  1  \ 

3 

v> 

Nn  oavmpnt  ha^  nnt  cnme  due  vet  (GO  TO  Q  111 

4 

No,  provider  has  not  insisted  that  it  be  paid  (GO  TO  Q.  1 1 ) 

5 

No,  have  only  paid  partially  (GO  TO  Q.  1 1 ) 

X 

Don't  know  or  don't  remember  (SKIP  TO  Q.  13) 

Y 

Not  ascertained  (SKIP  TO  Q.  13) 

11 

Are  you  planning  to  pay  this  amount? 

p>r> 

i 
i 

1  O  |-i|i"i-M  y                                                                                                                  _ .             .                   -  -   _  j 

u. 

(SKiP  TO  Q  13) 

2 

Nn  (Spprify  ) 

(SKIP  TO  Q.  13) 

X 

Don  t  know  or  don  t  remember.  (SKIP  TO  Q.  13) 

LA- 

Y 

Not  ascertained.  (SKIP  TO  Q.  13) 

r~ 

12 

How  did  you  pay  it? 

1 

Worked  out  a  payment  schedule  with  provider 

2 

Paid  all  at  once 

3 

Combination  of  above 

m 

4 

Other  (Specify  

) 

lu 

X 

Don't  know  or  don't  remember 

Y 

Not  ascertained 

13 

Did  you  have  any  expenses  related  to  your  health  problem(s)  that  you  couldn't  use 

IM 

in  meeting  the  spend-down?  (If  yes)  What? 

IW 

1 

No 

2 

Yet  (Sper.ify 

v 
A 

) 

Don't  know  or  don't  remember 

P" 

Y 

Not  ascertained 

14 

Are  you  still  eligible  for  Medicaid?  (If  yes)  How? 

1 

Continue  to  be  eligible  —  spending  down  again 

2 

Continue  to  be  eligible  —  medical  assistance  only 

3 

Continue  to  be  eligible  —  public  assistance  recipient 

4 

Case  being  redetermined  currently 

r-» 

5 

No  Ir.ngpr  pligihlp  (Spprify 

X 

) 

Don't  know  or  don't  remember 

v 

T 

Not  ascertained 

15 

What  will  you  do  when  your  eligibility  expires?  (What  have  you  done?) 

*■  - 



(GROUPS  SD  AND  MN) 

Now  I'd  like  to  ask  you  a  few  questions  about  what's  heppened  since  you  first 

* 

became  eligible  for  Medicaid. 

16 

Since  you've  been  on  Medicaid,  what  services  are  you  eligible  for? 

(READ  FIRST  FOUR  ITEMS  ON  LIST) 

Hospital  care 

2 

Dnrtnr'^  carp  in  niftcr*  nr  r^ini/* 

v  u  i  w  i    a  Uai  C  III  wlllwv>  \J  1  wlllllw 

3 

Nursing  heme  care 

4 

Prescription  drugs 

5 

Othr;r  (Snerifv  ) 

X 

Don't  know  or  don't  remember 

Y 

Not  ascertained 

II 


1 

2 

X 

Y 

17    Are  there  any  medical  expenses  which  you  have  now  that  you  pay  for, 
even  though  you  are  eligible  for  Medicaid? 

  Yes  (Specify  ) 

No 

  Don't  know  or  don't  remember 

  Not  ascertained 

1 

2 

3 

X 

Y 

18    Have  you  changed  doctors  since  you've  been  on  Medicaid?  (If  yes)  Why? 
  Yes,  but  change  not  related  to  Medicaid 

  Yes,  rhange  related  tn  Medicaid  eligibility  (Specify  .  .   

) 

  No,  use  same  doctor 

  Don't  know  or  don't  remember 

  Not  ascertained 

1 

2 

3 

4 

5 

X 

Y 

19     Do  you  see  your  doctor(s)  any  more  frequently?  (If  yes)  Why? 

  Yes,  health  problems/needs  greater 

  Yes,  cost  is  no  longer  a  problem 

  Yes,  both  of  the  above 

Yes,  other  (Specify 

) 

No 

  Don't  know  or  don't  remember 

  Not  ascertained 

1 

2 

3 

X 

Y 

20    Since  you've  been  on  Medicaid,  do  you  go  to  a  different  drug  store?  (If  yes)  Why? 

  Yes,  but  change  not  related  to  Medicaid 

  Yes,  Change  related  to  Medicaid  (Specify   

) 

  No,  use  same  drug  store 

  Don't  know  or  don't  remember 

  Not  ascertained 

1 

2 

3 

4 

X 

Y 

21     Since  you've  been  on  Medicaid,  do  you  use  a  different  hospital?  (If  yes)  Why? 
......   Yes,  but  change  not  related  to  Medicaid 

  Yes,  change  related  tn  Medicaid  (Specify 

) 

  No,  use  same  hospital 

  Don't  use  hospital 

  Don't  know  or  don't  remember 

  Not  ascertained 

1 

2 

3 

4 

X 

Y 

22     Have  you  used  a  different  nursing  home  since  you  started  receiving  medical  assistance? 
(If  yes)  Why? 

  Yes,  but  change  not  related  to  Medicaid 

  Yesr  change  related  tn  Medicaid  (Spprify 

) 

  No,  use  same  nursing  home 

  Don't  use  nursing  home 

  Don't  know  or  don't  remember 

  Not  ascertained 
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26     How  lono  have  ynu  been  eligible  for  Medir.airl?  {INDICATE 
NUMBER  OF  MONTHS) 

GROUPS  SD  AND  MN  -  DO  NOT  ASK  Q.  27-55  IF  RESPONDENT  HAS  BEEN 
ELIGIBLE  FOR  MEDICAID  FOR  MORE  THAN  A  YEAR.  THOSE  ON  MEDICAID 
FOR  LONGER  THAN  A  YEAR  SKIP  TO  Q.  60. 

GROUP  USD  -  ASK  ALL  OF  Q.  27-59 

Now  I'd  like  to  ask  you  a  few  questions  about  your  health  during  the  year  before 

you  applied  for  medical  assistance. 

1 

2 

X 

Y 

27     During  the  year  before  you  applied  for  Medicaid,  did  you/your  family 
stay  overnight  in  the  hospital? 

Vac 

  t  es 

.    No  (SKIP  TOO.  31) 

  Don't  know  or  don't  remember  (SKIP  TO  Q.  31 ) 

  Not  ascertained  (SKIP  TO  Q.  31) 

28     How  many  nights  during  the  year  did  you/your  family  stay  in  the  hospital? 

$ 

29     About  how  mucts  did  it  cost  during  the  year  for  these  services?  (Including  doctor  fees) 

1 

2 

3 

4 

5 

6 

7 

8 

9 

X 

Y 

30    Were  you  able  to  pay  for  them?  (If  yes)  How?  (CIRCLE  ALL  THAT  APPLY) 

  No,  no  payment  requested 

......   No,  did  not  pay 

t          Nn  othpr  (Specify  ) 

  Yes,  private  health  insurance 

  Yes,  Medicare 

......    Yes,  income  from  work 

  Yes,  savings,  other  resources 

......    Yes,  Social  Security,  R.R.  Retirement  or  other  pension 

......   Yes,  other  income  (Specify  .                                     ...                            . .  - 

) 

  Don't  know  or  don't  remember 

Not  ascertained 

1 
1 

2 

X 

Y 

31     During  the  year  before  you  applied  for  Medicaid,  did  you/your  family  use  any 

doctor  s  services  in  his  office,  in  a  clinic,  or  at  home? 

......    l  es 

  No  (SKIP  TO  Q.  35) 

......    Don't  know  or  don't  remember  (SKIP  TO  Q.  35) 

  Not  ascertained  (SKIP  TO  0.  35) 

32     How  many  times  during  the  year  did  you/your  family  see  the  doctor(s)? 

$ 

33     About  how  much  did  it  cost  during  the  year  for  these  services? 
(Including  X-ray  and  laboratory  tests) 

1 

2 

3 

4 

5 

6 

7 

8 

Q 

X 

Y 

34    Were  you  able  to  pay  for  them?  (If  yes)  How?  (CIRCLE  ALL  THAT  APPLY) 

......   No,  no  payment  requested 

  No,  did  not  pay 

  No,  other  (Specify     ) 

  Yes,  private  health  insurance 

  Yes,  Medicare 

  Yes,  income  from  work 

......   Yes,  savings,  other  resources 

  Yes,  Social  Security,  R.R.  Retirement  or  other  pensions 

......    Tcs,  oiner  income  \opeciiy  .   i 

  Don't  know  or  don't  remember 

  Not  ascertained 

35  During  the  year  before  you  applied  for  Medicaid,  did  you/your  family 
spend  any  time  in  a  nursing  home? 

  Yes 

  No  (SKIP  TO  Q.  39) 

  Don't  know  or  don't  remember  (SKIP  TO  Q.  39) 

  Not  ascertained  (SKIP  TO  Q.  39)  

36  How  long  were  you/your  family  in  the  nursing  home? 

37  About  how  much  did  it  cost  during  the  year  for  the  nursing  home  care? 
 (Include  doctor's  fees  and  other  services.)  ■ 

38  Were  you  able  to  pay  for  it?  (If  yes)  How?  (CIRCLE  ALL  THAT  APPLY) 

  No,  no  payment  requested 

  No,  did  not  pay 

  No,  other  (Specify   ,  ) 

  Yes,  private  health  insurance 

......  Yes,  Medicare 

  Yes,  income  from  work 

  Yes,  savings,  other  resources 

  Yes,  Social  Security,  R.R.  retirement  or  other  pension 

  Yes,  other  income  (Specify  ) 

  Don't  know  or  don't  remember 

  Not  ascertained   

39  Did  you  buy  any  drugs  or  medical  supplies  that  were  prescribed  by  a  doctor 
during  the  past  year? 

  Yes 

  No  (SKIP  TO  Q.  42) 

  Don't  know  or  don't  remember  (SKIP  TO  Q.  42) 

  Not  ascertained  (SKIP  TO  Q.  42)  

40  About  how  much  did  they  cost  altogether? 

41  Were  you  able  to  pay  for  them?  (If  yes)  How?  (CIRCLE  ALL  THAT  APPLY) 

......  No,  no  payment  requested 

  No,  did  not  pay 

  No,  other  (Specify  ) 

  Yes,  private  health  insurance 

  Yes,  Medicare 

......  Yes,  income  from  work 

  Yes,  savings,  other  resources 

  Yes,  Social  Security,  R.R.  Retirement  or  other  pension 

  Yes,  other  income  (Specify  

  ,  ) 

  Don't  know  or  don't  remember 

  Not  ascertained  

42  During  the  year  before  you  applied  for  Medicaid,  did  you/your  family  use  any  other 
health  services?  (e.g.,  home  health  services,  ambulance,  dental  services,  eye  glasses, 
hearing  aids,  etc.) 

  Yes  (Specify  ,  ) 

  No  (SKIP  TO  Q.  46) 

  Don't  know  or  don't  remember  (SKIP  TO  Q.  46) 

  Not  ascertained  (SKIP  TO  Q.  46) 


I] 


43     How  many  times  during  the  year  did  you/your  family  use  this  (these)  service(s)? 

$ 

44     About  how  much  did  it  cost  during  the  year  for  this  (these)  service(s)? 

1 

2 

3 

4 

5 

6 

7 

8 

9 

X 

Y 

45    Were  you  able  to  pay  for  it  (them)?  (If  yes)  How?  (CIRCLE  ALL  THAT  APPLY) 

  No,  no  payment  requested 

  No,  did  not  pay 

  N«  nthpr  (Spprify  ) 

  Yes,  private  health  insurance 

  Yes,  Medicare 

,    ,    Yes,  income  from  work 

Yes,  savings,  other  resources 
  Yes,  Social  Security,  R.R.  Retirement  or  other  pension 

  Ypsj  nther  inmme  (Sper.ify 

 -   -          ...  i 

  Don't  know  or  don't  remember 

  Not  ascertained 

1 

2 

3 

4 

X 

Y 

46    During  the  year  before  applying  for  medical  assistance,  did  you  have  any  type  of 
health  insurance  coverage?  (If  yes)  What? 

  Yes,  private  health  insurance 

  Yes,  Medicare 

Yps,  nthpr  (Specify          .  ) 

  No 

  Don't  know  or  don't  remember 

  Not  ascertained 

1 

2 

X 

Y 

47    Was  there  any  change  in  the  number  of  people  in  your  family  in  the  year  before 
you  applied  for  medical  assistance? 

  Yes  (Specify..         ._  .    ._               .                        .  ....          ..                   ... .  ) 

  No 

  Don't  know  or  don't  remember 

  Not  ascertained 

Now  I'd  like  to  ask  you  a  few  questions  about  your  financial  situation 
in  the  year  before  you  applied  for  medical  assistance. 
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52      Durina  the  vear  hpfore  vou  annliprJ  for  N£p(iu*aid  riiH  vmi  havp  anv  ac<Ptc  nr 

resources  which  you  no  longer  have? 

Ye«:  (Rperify  } 
No 

  Don't  know  or  don't  remember 

  Not  ascertained 

1 

2 

X 

Y 

53     During  that  same  year,  did  you  owe  anyone  money? 

Yes  (GO  TO  Q.  54) 
No  (SKIP  TO  Q.  55) 

Don't  know  or  don't  remember  (SKIP  TO  Q.  55) 
  Not  ascertained  (SKIP  TO  Q.  55) 

1 

2 

X 

Y 

54     Do  you  still  owe  it? 

Yes 
No 

.    Don't  know  or  don't  remember 
Not  ascertained 

1 

2 

X 

Y 

£>5     Have  you  gotten  (any  more)  into  debt  since  the  time  of  application  for  Medicaid? 

......  i 

No 

  Don't  know  or  don't  remember 

  Not  ascertained 

GROUPS  SD  AND  MN 
SKIP  TO  Q.  60 

1 

2 

3 

4 

5 

6 

X 

Y 

56     (GROUP  USD  ONLY)  Why  didn't  you  get  medical  assistance?  (CIRCLE  ALL 

  Inadequate  spend-down,  medical  bills  were  not  large  enough                  THAT  A 

  Inadequate  spend-down,  medical  bills  could  not  be  incurred  (cash  flow  problem) 

  Resources  too  great  for  eligibility 

  Not  able  to  establish  categorical  linkage 

  Did  not  attempt  to  spenri-rtnwn  (Sperify 

) 

  Other  (Specify 

) 

  Don't  know  or  don't  remember 

  Not  ascertained 

1 

2 

3 

X 

Y 

57     (GROUP  USD  ONLY)  Since  you  didn't  get  medical  assistance,  did  you  still  get 
the  health  care  you  needed? 

  Yes,  all  of  it  (GO  TO  Q,  58) 

  Yes.  part  of  it  (GO  TO  Q.  58) 

  No  (Specify  ) 

(SKIP  TO  Q.  59) 

  Don't  know  or  don't  remember  (SKIP  TO  Q.  59) 

  Not  ascertained  (SKIP  TO  Q  59) 

1 

2 

3 

4 

5 

6 

X 

Y 

58     (GROUP  USD  ONLY)  How  did  you  pay  for  this  care?  (CIRCLE  ALL  THAT  APPLY) 

  Problem  not  as  great  as  anticipated 

  Income  was  adequate  (Specify  ) 

  Obtained  health  services  without  having  to  pay  (Spwify 

) 

  Worked  out  satisfactory  payment  schedule  (Specify 

i 

 ,  ,  ,  } 

  Had  to  give  up  something  eke  (Specify 

) 

  Haven't  paid  yet 

  Don't  know  or  don't  remember 

  Not  ascertained 

1 

2 

3 

A 

X 

Y 

59    (GROUP  USD  ONLY)  Are  you  satisfied  with  the  way  your  application  was  treated? 

......  Yes 

......    Mostly  y»»  (Specify  

i 

N«  fSp«rify 

-                                                    -  ) 

  Mostly  no  (Specify   

...      -  -  -   ) 

  Don't  know  or  don't  remember 

......   Not  ascertained 

END  OF  QUESTIONNAIRE 
FOR  GROUP  USD 

1 

2 

X 

Y 

GROUPS  SD  AND  MN 

Now  1  have  a  couple  of  general  questions  I'd  like  to  ask  you  about 
the  medical  assistance  program. 

60    Are  there  any  changes  you  would  suggest  in  how  the  program  works  or  its  benefits? 

  Yes  (Specify 

) 

...  ,  No 

......   Don't  know  or  don't  remember 

......   Not  ascertained 

61    What  would  you  have  done  without  medical  assistance? 

END  OF  QUESTIONNAIRE  FOR  GROUPS  SD  &  MN 

62     Enter  your  interviewer  identification  number. 

1 

2 

3 

4 

5 

63    Who  was  the  respondent? 

  Recipient 

  Caretaker 

  Relative 

  Friend 

  Other  (Specify                                                                                                         .  ) 

1 

2 

3 

64    Was  the  respondent  cooperative? 

  Very 

  Moderately 

  No  (Specify 

) 

* 
i 

2 

3 

4 

65    Do  you  think  the  respondent  answered  the  interview  questions  accurately? 

All 

  All 

  Most 

  Some 

  Hardly  any 

13 
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